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_A Merchant Adventurer in Brazil 1808-1818 


I 


At thirty-seven John Luccock was looking forward with quiet assurance 
to a gentle transition into the comfortable middle age of a sedentary mer- 
chant. Napoleon and Jefferson spoiled his view, and before he was thirty- 
eight he had gone rolling down to Rio. There for ten years he imported and 
exported ; watched a sleepy colonial outpost transform itself painfully into 
an imperial capital city; rambled, notebook in hand, around the almost 
trackless interior of Brazil, studying the remnants of an aboriginal cu'ture 
and the way of life of those who had come to conquer. At forty-eight he re- 
turned home, leaving his health and middle age behind him. At fifty-six 
he died. 

It had not been planned at all that way. Born in 1770, son of a Yorkshire 
village clothier, Luccock had done all those things that ought to be done— 
such as getting the best education available in the local grammar school and 
serving a full apprenticeship in the textile industry. That industry was in 
the throes of mechanization of its yarn-making processes, and was seeking 
to extract from the rivers and brooks every available bit of power. To this 
search Luccock gave his mind with such zest that in 1799 he took out a pat- 
ent for “a machine upon hydrostatic principles, to produce a very consider- 
able mechanical power applicable to all the purposes of a steam engine but 
without the use of fire, steam, or water-wheel.’” There is no evidence that his 
invention was practicable or was adopted, and soon he switched his vocation 
to that of wool stapler. Here again the inquiring mind went to work with a 
will, studying the production and the different qualities of the material he 
was now selling. In 1805 he published through the local Leeds newspaper 
printer a little volume called The Nature and Properties of Wool, Illus- . 


* The Annual Register for 1799, XLI, 401. 
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trated, with a Description of the English Fleece.’ In his preface he modestly 
hoped that he had presented some information “which does not fall within 
the common line of reading,” and regretted that his work, dashed off in 
scanty leisure hours, was couched “in unadorned language.” Yet the book 
met with such a good reception that a London edition appeared in 1809 and 
became the standard work of its day.” 

In addition, Luccock had not done those things which ought not to be 
done if one wished to succeed in business. One of the unnoticed aspects of 
such economic abstinence was the avoidance of early marriage. It seems to 
have been a fairly general rule that young men who wished to make their 
way up in the business world had better not try to take a wife, especially 
a richer man’s daughter, until they could keep her in that state of life to 
which she was accustomed. Besides, junior partners were likely to spend so 
much time on the road, on the high seas, or in remote places like New York 
and St. Petersburg that marriage was an unwise or useless step." Hence 
Luccock had not married until he was thirty ; but he then made up for lost 
time, and his wife presented him with five children in seven years. 

Socially his marriage was a triumph. This village lad had won and wed a 
Lupton, and the Luptons were among the best known mercantile families in 
the West Riding. In terms of physical comfort, however, the choice proved 
unfortunate, since the Lupton business was chiefly with the United States 
and Lisbon, and in the last years of 1807 both these markets turned sour. 
On November 29 Junot and the vanguard of his French army raced down 
the hill into Lisbon, thus closing that port to British vessels of peace or war. 
On December 14 the oft-postponed Nonimportation Act came into opera- 
tion to close American ports to a long list of British manufactured goods. 
And on December 22 Congress passed the Embargo Act, immobilizing those 
American vessels which had been carrying nine tenths of the British cargoes 
that came to the United States. 

The Lupton clan hurriedly gathered to consider an outlook that had sud- 
denly become as deep dark blue as were their own indigo-dyed superfine 
broadcloths. Until the fall, they had optimistically assumed, like all their 


* Printed by Baines, Leeds Mercury office, 1805. 

* Tench Coxe referred to it more than once in his report to Congress on the prospects for 
the American woolen manufacture—American State Papers, Finance, II, 670, 678. 

“Of 140 British alien enemy merchants in New York in 1812, 96 had no dependents living 
with them. Of these, 7 were under 21 years old, 60 were between 21 and 30, and 14 were from 
31 to 35 years of age. Most of these 81 men were single. One of them had come from Leeds 
after a brief stay in St. Petersburg; he had one brother anchored in Norfolk, Virginia, and 
another who did five round trips between Yorkshire and America during the first six years of 
the nineteenth century, with visits to the Continent filling in the gaps. 
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fellow merchants, that the Nonimportation Law “will certainly not be acted 
upon,” and had relaxed very little in preparing cloths for despatch either on 
their own account or in response to orders from importers in New York and 
Philadelphia. The latest news from Washington was therefore a hard and 
unexpected blow. 

Yet it was the news from Lisbon that really hurt. For at least three quar- 
ters of a century the Luptons had been so heavily engaged in trade with 
Portugal that one member of the family was usually living in Lisbon. There, 
as in Oporto, he and his fellow British merchants or commission agents 
imported “Lead, Tin, Woollen Goods, Goods for their Plantations in the 
Braziles,” and made their returns “in Wines, Oils, and Ready Money.” 
Under various treaties negotiated in the mid-seventeenth century when 
Portugal was seeking British aid in her struggle to regain independence, 
British merchants in Portugal were allowed to trade with the American 
colonies, were given (or were confirmed in the possession of) rights of extra- 
territoriality, and had their own “factory,” consul, and special judge. Some 
had Portuguese partners who supplied little more than a native name to the 
firm, and were thus able to own or charter ships for the colonial trade. Others © 
were content to ship goods to the Brazils, or to sell them in Lisbon to Portu- 
guese exporters. 

In the British economy Portugal was important as a good buyer and a 
poor seller. The Lisbon merchants made payment to England to some extent 
in port wine, wool, and bills of exchange, but in a large measure in “baggs 
of dollars.” The export of precious metal from Lisbon, as from Cadiz, was 
forbidden except under special license. But officers and sailors from the 
British mail packets and warships called at the houses of the consul and the 
merchants and left with small parcels or bags of coin or bullion fastened to 
strings which were slung round their shoulders in such a way as to be con- 
cealed by their outer garments. If Portuguese officials were so indiscreet as 
to try to stop them on their way back to the ships, heads might be cracked ; 
and the warships themselves could not be searched. The arrival of the fleet 
from Rio, with its cargo of Brazilian gold, was always the prelude to an 
epidemic of bullion smuggling and the payment of some usually long-overdue 
debts to British, Dutch, and French exporters.” 

Yorkshire cloth loomed large in the Portuguese trade. Portuguese mer- 





°R. Campbell, The London Tradesman (1747), p. 291. 

° For details of the treaties, see Alan K. Manchester, British Preéminence in Brazil, Its Rise 
and Decline; A Study in European Expansion (Chapel Hill: The University of North Caro- 
lina Press, 1933). For information concerning trading methods, the factory, and the gold 
traffic I am indebted to an unpublished thesis by Alan Christelow. 
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chants came to live in Leeds, bought pieces in the raw, finished them in their 
own dressing shops, and sent them home. At the same time Francis Lupton 
was one of a number of Yorkshiremen in the Lisbon factory during the 
middle decades of the eighteenth century. Like the rest, he lost heavily in 
the great earthquake of 1755 and the great fire at the Customs House in 
1764. He played a prominent part in protesting against the efforts of that 
would-be Colbert, the Marquis of Pombal, who tried during his term as 
dictator (1750-1777) to convert the country from a British economic de- 
pendency into a self-reliant manufacturing and trading nation. 

Pombal achieved some of his purpose, and during the third quarter of the 
century British trade with Portugal and her colonies declined considerably 
in profitability, while that with France grew in favor after 1783. But revolu- 
tion and war soon restored Portugal’s economic, diplomatic, and strategic 
importance in British eyes, and ensured her of hostile attention from Napo- 
leon when the appropriate time came. That time arrived in 1807, when he 
determined to close the one door between the Hellespont and the Sound which 
still remained open to British ships and goods. In August, France and Spain 
demanded that Portugal join them, close her ports to the enemy, imprison 
all British residents, confiscate their property, and ally her fleet to those of 
France and Spain. 

Faced with such an ultimatum, John, the Prince Regent, could no longer 


continue to walk the tightrope of neutrality. Yet any decision was full of 
pains and penalties. If he joined “the System of the Continent,” the British 
would take his fleet and his colonies. If he defied Napoleon and remained 
faithful to his “ancient and royal ally,” the capture of his country and per- 
son was inevitable. Finally he heeded the advice of Canning who said in 
effect : “Go to Brazil. We will help you to get there, restore your country at 
the end of the war, and refuse to recognize as king any prince who is not a 


1”? 


legitimate Braganza. But get out of Europe; the sooner the quicker 

John went, accompanied by his family, courtiers, servants, officials, 
hangers-on, archives, and money boxes. The total number of emigrants is 
estimated as low as 8,000 and as high as 15,000, which makes it the largest 
transatlantic royal migration in history. The crossing was almost as miser- 
able as were some of the journeys of the Irish emigrant ships across the 
North Atlantic, but Brazil was reached in January 1808, and John set forth 
on the task of making Rio into a fit home ‘for a king.” Our interest is not, 


7 For an account of the migration and its diplomatic aftermath, see H. Heaton, “When a 
Whole Royal Family Came to America,” in Report of the Canadian Historical Association, 


1939, pp. 48-60. 
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however, in his fairly substantial achievement, but in the effect of his action 
on those who had used Lisbon as a base for their commercial operations. 


II 


To those merchants and to the manufacturers who supplied them, the 
migration was a veritable godsend, a welcome break in an otherwise solidly 
black sky. How black the outlook was is revealed by the entries which a 
Yorkshire cloth miller made in his diary.*° On New Year’s Day 1808 he wrote, 
“Trade very bad and work very scarce.” On January 4 he looked over the 
hillsides and valleys and noted, “There is scarce a Mill has work for Day- 
light, so that there are very few that lights. Both Clothiers and Mills look 
very Dull at Night.” On the fifth he wrote, “A Bad Market for Cloth... .One 
Waggon and four Horses might have pulled all the Cloth that has been 
bought today or any market day lately.” On the eleventh he decided that 
“what makes trade rather worse is the talk of War with America.” A few 
weeks later he reported that the district was “petitioning for Peace. Some 
say it is for the better, some say it’s for the worse.” Nearly 29,000 signatures 
were collected in the Leeds area from those who thought it was for the 
better. If Napoleon and Jefferson had intelligence officers in Britain, or even 
bothered to read British newspapers, they might well have felt in the winter 
of 1807-1808 that economic pressure was going to bring them bloodless 
victory. 

In such gloomy days, as market after market vanished, more eyes turned 
to Brazil. Our diarist’s only hopeful comment during February is the report 
that a local group of domestic cloth-makers “are sending upwards of £10,000 
of Goods to the Brazils ; it makes people venture very hard now, as there is 
no port scarce open but it for Cloth.”® To these little fellows, to merchants 
in every commercial center, and to Canning in the Foreign Office, Brazil was 
a land that offered relief—or even grand opportunity. Direct trade might be 
more profitable than traffic through Lisbon. Side trips to the Spanish- 
American colonies would be easier, whether they had to be conducted as 
smuggling visits or could be put on an open legal basis by conquering the 
colonies or by helping them to liberate themselves. The Rio court alone 
would be a good market; and if the Prince Regent could be persuaded to 
give British traders a substantial tariff preference over rivals from other 





* Diary of Joseph Rogerson, scribbling miller, 1808-14, printed in W. B. Crump, The Leeds 
Woollen Industry 1780-1820 (Thoresby Society Publications, Vol. XXXII. Leeds: The 
Thoresby Society, 1931). 

*Rogerson’s Diary, February 22, 1808, in Crump, Leeds Woollen Industry, p. 81. 
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countries, the royal exodus might turn out to have been a smart stroke of 
business as well as of strategy. 

The fleet that carried the royal household therefore proved to be the head 
of a procession of traders and heavily laden merchantmen. By the end of 
1808 at least five million dollars’ worth of British goods had been sent to 
Brazil. With them or ahead of them went British merchants or commission 
agents by the score. In September it was possible to get sixty-two British 
firms in Rio to sign a petition ; and, since they described themselves as com- 
prising “a very large majority of the respectable merchants resident here,” 
it seems safe to assume that if we added the minority and the nonrespect- 
ables we should reach a total of a hundred British traders in Rio alone. They 
had swarmed in from all parts of the British Isles. Some of them were young 
men who would normally have come to join the British mercantile colony in 
New York or Philadelphia, where everybody knew the rules and the ropes. 
Instead they had been shipped off to a strange port across the equator, where 
no one knew the rules and all soon discovered that the ropes were made of 
strong red tape. Some were older men, and among these was John Luccock. 

In the Lupton family conclave it soon became clear that if the firm’s trade 
with the Portuguese was to be saved Luccock must go to Rio. This was 
rather hard on a father of four—with a fifth on the way ; but he agreed to 
go out for two years and to stay a further eight if the early results were 
satisfactory. The Luptons were to manage the home end of the business, 
and, while the chief trade was to be in Lupton’s cloths, fabrics consigned by 
other makers or merchants were to be accepted for sale on commission, as 
well as miscellaneous wares of almost all kinds. 

Luccock sailed in April—four months after the royal family had left 
Lisbon—and reached Rio in June, with £20 in cash and some bales of cloth. 
In 1809 and 1816 he made flying visits home and in 1812 his wife, five chil- 
dren, and maidservant set out to join him. They carried a letter of credit on 
Paris, in case the ship was captured and taken into a French port. In mid- 
Atlantic their vessel had “‘a smart action of six hours” with an American 
privateer, but escaped unharmed. The whole family returned to England 
when the ten years’ agreement expired in 1818. Luccock brought back with 
him his letter and cashbooks,”* and bundles of notebooks full of observations 
jotted down during his exile. From the latter he compiled a large volume of 


* These books, along with the letter books of the Luptons containing their letters to Rio 
and to clients who consigned goods to Brazil, are in the hands of Wm. Lupton and Co., now 
the oldest firm of cloth manufacturers and merchants in Leeds. I am grateful to the directors 
of the firm for permission to examine what is probably the largest collection of textile manu- 
scripts extant in Yorkshire. 
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640 pages entitled Notes on Rio de Janeiro and the Southern Parts of Brazil, 
which was the first comprehensive account of Brazil to be published in Eng- 
lish. It appeared in 1820, gave a detailed description of the country, and 
ended with a glossary of Tupi words and a promise to publish a grammar 
and dictionary of that language if sufficient subscribers could be found. 
They could not. 

III 


On his arrival Luccock unpacked his boxes, bought some furniture, and 
prepared an inventory. It showed that the partnership of Luccock and Lup- 
ton owned a mattress, a large table, a large chest, one blunderbuss, one pair 
of pistols, one belt and hanger, sundry earthenware, one marquesa, two sets 
of weights and measures, some countinghouse books, letter “‘philes,” Dubois 
on Commerce, Moseley on The Climate of the West Indies, and Bonny- 
castle’s Arithmetic. There was also a small folding writing desk in which 
Luccock kept his papers. But the mulatto carpenter who fitted up the shops 
and warehouses of the immigrant merchants fell in love with the trim brass- 
bound desks of his patrons, stole several, and sold them. He was eventually 
caught, and his victims were assured that he would be subjected to a good 
dose of thumbscrew; but meanwhile the buyer of the desks had burned all 
the papers he found in them, including the letter book which contained 
Luccock’s account of his trip out and his first impressions after landing.” 

Of second impressions we have an abundance, and they reveal the impa- 
tience of a merchant when he discovers that a sleepy subtropical port is not 
equipped to cope immediately with the flood of traffic which he and his 
fellows suddenly pour into it. Obviously there could not be enough wharves 
to accommodate all the arrivals; but there was not even a single wharf 
capable of serving an ocean-going vessel. Cargoes had therefore to be un- 
loaded into barges, of which the port had only two, both owned by the same 
man. Vessels might have to wait days, even weeks, piling up port dues, before 
their turn came to be emptied. When the goods reached the solitary ram- 
shackle pier they were lifted ashore by one old wooden crane, and carried 
to one of the three small customs warehouses; but if these were full the 
overflow was put into open sheds, on the beach, or in the street. There were 
no warehouse officers to receive or record the bales, and all that an importer 
could learn was that his goods were “somewhere in the warehouse, buried 
perhaps among ten thousand others.” 

Customs inspection was like a scene in a comic opera. The officers, clad in 


* Luccock arrived in June, but the first letter book which has survived begins on Septem- 
ber 14, with the entry, “Previous to this the copies were stolen with the writing desk.” 
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full vestments—gala uniform, cocked hats, powdered hair or wigs, and small 
swords—held court in an upper chamber, to which all goods had to be car- 
ried up a flight of twenty narrow steps. Here every item in every container 
was examined and sealed. No pair of socks, roll of tape, ball of wool, reel of 
cotton, or bottle of wine could be displayed for sale unless it had the cus- 
toms’ lead seal attached to it. Before sealing took place, the goods were 
valued and the duties had to be paid on the spot in cash in full. From the 
upper room the wares were carried downstairs to be rechecked, recounted, 
and passed out into the street, there to be packed up again and wait until the 
slave porters could carry them away. There were no carts, and a dozen 
slaves might be needed to move a heavy bale slung to a thick pole. On busy 
days, when packers and porters were scarce and slow, goods might lie long 
in the street, “part of one mingled mass of cassimeres, muslins, lace, butter, 
fish, and oil.” If, after all this trouble, the imports failed to find a sale, and 
their owner decided to send them to some other market—such as a Spanish 
colony—he not merely could not get a refund of the 24 per cent duty he had 
paid but must pay a 4 per cent export levy as well. 

The principles of valuation were simple. Invoice prices might be ignored, 
for one of the officers might remember that he had seen a similar article on 
sale in a store at such and such a price, and on that evidence the value might 
be decided. All pieces of window glass paid the same duty, no matter what 
their size. The duty on mustard was so much per bottle, regardless of the 
weight of its contents. And since Luptons at first put their trade-mark—a 
griffin’s head—only on superfine cloths but later stamped it on cheaper 
fabrics as well, the customs men would insist on counting every such stamped 
cloth as a superfine, no matter how low grade it obviously was. 

What could you do with such people and such slow, arbitrary, and vexa- 
tious procedures ? Occasionally Luccock entered in his cashbook such items 
as “Bribe of 4 Milreas to Customs House officer,” or “Fee for quick despatch 
of 30 crates of glass to prevent breakage—s.860 Milreas.” But the more 
obvious and traditional method of seeking redress was to bring group pres- 
sure to bear on the governments in London and Rio. Soon there was a com- 
mittee of merchants in each capital, working on the British Foreign Office, 
on the British ambassador and consul general in Rio, and on the Prince 
Regent and his ministers. By June 1809 Luccock could write, “I am happy 
to say that the English have become masters of the Customs House, that 
they regulate everything and that orders are given for the officers to pay 
particular attention to the directions of the British consul.” 

In early 1810 a treaty of commerce and navigation was signed. It reduced 
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import duties on British goods from 24 to 15 per cent, but left the rate on 
wares from other countries unchanged. Valuations were to be made by an 
Anglo-Brazilian committee. If goods were re-exported the import duties 
were to be refunded, save for a small transit charge. A near-by island was 
made a free port from which trade with Spanish America could be con- 
ducted. Special magistrates were to be appointed to deal with cases involv- 
ing British residents. Religious freedom was granted, and places of worship 
could be established ; but these must be built in such a style as to look like 
dwelling houses, bells must not be rung, and pastors must not proselyte or 
declaim against the Catholic Church on pain of deportation. 

These valuable concessions came to a merchant colony which was just 
emerging from the slump that followed inevitably from the boom of 1808, 
was settling down to relatively normal conditions, and was at least conscious 
of the problems that must be solved if Anglo-Brazilian trade was to be 
profitable. The two main problems were easily stated but difficult to solve. 
In the first place, how could Luccock procure the right quantity and quality 
of wares from a remote source of supply in the absence of rapid communi- 
cation and transportation ? In the second place, what was the most profitable 
method of making “returns” to the British exporters ? At each end the mar- 
ket was always in danger of being starved or glutted ; news of a scarcity in 
Rio would evoke such large exports from Britain that the Brazilian dealers 
were swamped with goods, while word that Continental or United States 
developments were embarrassing British imports would stampede all the 
Rio merchants into taking the same sort of action and thereby overstock the 
British market. As we watch “free trade” in operation in Brazil, we begin to 
feel more sympathetic toward the earlier regulated monopolies of the Mer- 
chant Adventurers Company and similar associations. 


IV 


The Brazilian venture began with a glutted market. When Luccock ar- 
rived he found many rivals in the field and more followed. All had come well 
laden with goods and every ship that arrived added to the plethora of wares. 
The town was heaped high with cloth, ironmongery, clothing, and earthen- 
ware. The stock of fine cloth was “sufficient for several years.” Prices soon 
fell low: good cutlery sold at half the price current in England, men’s hats 
which should have sold for 26s. were disposed of for 4s., cotton stockings 
dropped from 7s. 6d. to 4s. 6d. a pair, razors were 5s. 3d. a dozen, and some 
goods were sent back to England. Luccock opened a store and tried to sell at 
retail the goods he could not get rid of in bulk. He “hawked two ends of cloth 
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all over the town for three weeks” and then in despair put them up for public 
auction. He spent days “beating the town to sell in exchange goods for cot- 
ton, indigo, tallow, etc.,” but could find no barterers. Finally he determin 
to go down to Buenos Aires, which had once more been declared open 
British trade. His ship was captured by a Spanish privateer, but he wa: .e- 
leased on reaching his destination, sold his wares, and returned to Rio ¢-n- 
vinced that Buenos Aires was a better market for woolen cloths, proviced 
the officials there continued friendly or a direct smuggling connection coy id 
be established. 

In Rio, Luccock found the glut of goods was now rapidly disappearing. 
The slaughter sales, the transfer of surpluses to the Plate, and the stop 
orders sent to British exporters were having their effect, while the return of 
disappointed venturers to England was giving more elbow room to those 
who remained. Luccock therefore regained courage, and his partners in 
Leeds assured all their clients that the slump, by deterring speculators from 
further gambling, would “in the end prove beneficial to a permanent estab 
lishment.” Within a year Luccock was writing, “Our trade here is very 
good, we cannot procure goods fast enough.” By January 1814 “there is 
scarcely any glass in the town and the cold weather is approaching.” In July, 
when the lack of convoys had prevented merchantmen from crossing the 
Atlantic, he wrote, “We must soon have more goods or cease selling.” Time 
after time similar laments recur throughout his letters. 

Sandwiched in between them are equally sad complaints that even the 
shrunken merchant community is overstocked. In July 1814 he is short of 
soap. In August he gets forty boxes, and expects to sell them at 160 reas a 
pound. But a rival trader received forty boxes by the same ship, and the 
two consignments so swamped the market that no more than 80 reas could 
be obtained. This episode is characteristic of the whole trade. If a commod- 
ity was becoming scarce or was in great demand, Luccock wrote home for a 
supply—and so did many other merchants. Sometimes ten or twelve months 
elapsed before the goods were received by him—and by the other merchants. 
During the War of 1812 the movement of letters and goods was erratic and 
slow. A letter sent from Rio in July 1812 went up to Halifax, Nova Scotia, 
and reached Leeds in March 1813. Ships which waited for the government’s 
next convoy might have to wait weeks or even months. Vessels which trusted 
to luck and set out unprotected except by their own guns might fall prey to 
a privateer from Baltimore or New York, as, for example, the Nereide, 
bound for South America in late 1813, captured by the New York privateer 
Governor Tompkins, and relieved of a cargo which sold at the New York 
auction sales for more than a quarter of a million dollars. 
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’ Under such unpredictable conditions the race went to the merchant who 
by a combination of luck and good management got his goods delivered first. 

‘his was partly a matter of the ship, and Luccock had learned by experience 

»a€ “when you hear of a vessel named the Rapid or Active, always suspect 
th dr quickness of sailing.” It was partly a matter of the position of one’s 
g ods in the hold, and Luccock’s language was harsh to the point of bru- 
tatity when he wrote Leeds about the location of his goods in some ship 
w.tich had just arrived. For example, in June 1811 he exploded as follows: 


Your goods were put on board the ship fourteen days before she had any 
other thing in her. Therefore they lye at the bottom, and the whole cargo must 
be discharged before we can receive them. The people who have bought them 
from me are very angry because their neighbours are all served from other 
houses before them, and the shops are filled with the articles before we have 
got a single bale for our customers. The ship arrived on June oth, yet we 
have not, nor shall be able to deliver a single bale before July 1st, and we are 
-the only ones in this situation. 


Luccock therefore urged Lupton and other shippers to deliver bales to Liver- 
pool just on the eve of the vessel’s departure. But sometimes they missed the 
boat by such action; and sometimes their goods were still far down in the 
hold, a fact which made Luccock suspect that the shipowner first loaded his 
own goods to see how much space they would occupy, then unshipped them, 
put other people’s cargo in, and laid his on top. 

In 1809 Luccock saw a rare chance to profit by feeding a starved market. 
A wave of domestic repair, renovation, and modernization was sweeping 
Rio, and iron window balconies became fashionable. Since few local iron- 
workers were capable of making them, Luccock asked Lupton to suggest 
that Birmingham or Sheffield patrons make some similar to those outside 
the windows of Bloomsbury mansions and ship them to him. Lupton ob- 
tained measurements of the London variety and in due course a supply of 
balconies, five feet long, was on its way to Rio. The homemade article was 
costing 90 milreas, so Luccock hoped in March 18ro that “ours will come 
to a good market.” But in May some balconies arrived for two of his rivals, 
yet there were none for him. “This circumstance has reduced the value 
greatly.” In July “still no balconies for me yet, but a lot for other merchants. 
I think they were all made by the man who was to supply me.” The balcony 
market was swamped, the price fell low, and a few breakages in the ware- 
houses raised a prejudice against the imported article. When Luccock’s 
supply did arrive there was no hope of disposing of it “except that we pre- 
vailed upon a Gent to accept two as a gift.” In 1814 the rusty remainder 
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was still on his hands, and the only hope of disposal seemed to lie in “selling 


the beat iron by the quintal.” 
Vv 


Getting the right wares of the right quality was almost as hard as getting 
the proper quantity. Originally it had been planned that the partnership 
should rely chiefly on the trade in cheap and superfine woolens. The mass of 
the population would surely welcome the former, while the court circle, 
having bought the latter in Lisbon, would continue to do so in Brazil. But it 
would be unwise to put all the eggs in a woolen bag, and Luccock was there- 
fore to handle any other kind of British manufactures that consignors could 
be induced to send him. Lupton toured the industrial areas drumming up 
this miscellaneous business, and Luccock soon received cottons and hats 
from Manchester, woolens, pipes, and snuff from Leeds, glass, earthenware, 
thread, and cotton dresses from Glasgow, linen from Ireland, shawls and 
sword blades from the same exporter in Norwich, miscellaneous hardware 
from Birmingham, stockings from Nottingham, and even butter and cheese 
from Cork. 

When the great dump of 1808 ruined the market for woolens and for 
everything else, Luccock’s early opinion was that he could never sell many 
Yorkshire fabrics there. “Brazil is not a market for superior articles. The 
respectability is thinly scattered, the consumption is very limited, and the 
habits of the people, even in the higher classes of life, are neither showy nor 
expensive.” The Rio climate was too warm for woolens, “and cottons will 
always successfully rival a warmer manufacture.” Buenos Aires was the 
place for him. But Lupton urged him to stick to his original purpose, since 
“wavering is injurious to a commercial house.” He did so, and meanwhile 
tried to keep himself busy by dabbling in such a variety of goods that for a 
time he was a general wholesale agent and manager of a small department 
store. 

When the boom and burst were over, the real character of the market be- 
came a little clearer. There was a demand for about £200,000 of woolens 
each year, and as only six houses were left handling them “you can calculate 
our proportion” of the market. At the bottom of the demand scale was the 
vast mass of the slaves and the free poor. The slaves avoided nudity by 
wearing scanty garments of cotton or worsted, and the free therefore would 
not touch worsted goods. Some of them might buy woolens, but “they are 
poor and must have things cheap.” Some of them might buy an overcoat, 
but not a good one, for “a man wants a greatcoat here not to keep him warm 
but to make him decent when he has no other garment on whatever.” Goods, 
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whether cheap or costly, must be bright in color. “We live in a lively climate, 
and with people who love to laugh.” Some bales were condemned as “too 
gloomy for people who laugh at themselves. Let us have no drabs—we 
have no Quakers here. We want no dismal colours suitable for an English 
November.” 

In general, however, the poor had to be abandoned as hopeless, since their 
favorite fabric was cotton, which was brought direct from the East Indies 
to Rio, and was printed in the royal factory. Competition between these 
pieces and those from Lancashire kept prices low, rendered profits scarce, 
and limited the demand for cheap woolens and worsteds. The only other 
markets were the Spanish colonies, the miners and planters of the interior, 
and the small upper class. The miners descended on the city after Easter, 
and they at least wanted durability rather than gay-colored rubbish in their 
velveteens and blankets. The army wore white uniforms of thin woolen 
texture, but since new uniforms were issued only every second year the 
military demand was intermittent. It seems to have been the officers who 
started the practice of turning their clothes inside out when the outer sur- 
face became shabby. Luccock therefore asked that some cloths be given a 
finished surface on both sides, “as many of the Portuguese turn their coats 
when the color fades,” and these turncoats were soon to be found in all sec- 
tions of society. 

The upper classes and the court provided the best market, and Luccock 
eventually established himself as the leading provider of the superfines they 
needed. By mid-1809 he rejoices to find that “society is refining its manners 
here rapidly,” and that “woolen cloths are coming rapidly into fashion.” By 
March 1810 he notes that though “the people here are fond of show they 
begin to improve in taste. Nothing tawdry will do now.” “The finest that can 
be got is wanted. We want nothing but the best.” True, “the number of cus- 
tomers who will pay for articles of superior quality is really very small,” but 
their custom is worth winning and retaining. “We have gained some celeb- 
rity as dealers in superfines, but our rivals are pressing us hard, so take care 
to let us keep ahead.” 

In serving such a market certain intelligent anticipations could be made. 
One of these was that black cloth would be in demand as Lent drew near. 
Luccock had constantly to remind his good Protestant partner that “it is a 
custom here, as in other Catholic countries, for the people to go into mourn- 
ing at the time before Easter,” and every August he would write, “Lent is 
approaching ; send four or five bales of very excellent black to be ready.” 
A second anticipation, less seasonal in character, was voiced in a letter of 
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May 1813: “I am extremely glad to find that some black goods are coming 
out, as they are much wanted. The taste for them increases, and is promoted 
by the age of several of the Royal Family and the illness of the Infanta.” 

Since the luxury market depended on the presence of the court in Rio, the 
news of allied victories in 1813 and 1814 was not altogether welcome. Peace 
in Europe might restore the Braganzas to Lisbon. “Should they return, by 
far the best part of our trade will cease or at least be greatly curtailed. 
Therefore while the uncertainty lasts, ship no more superfines, nor superior 
toilonetts nor Hatts, nor any articles adapted to the consumption of the 
higher classes of society.” Similar letters were sent to all Luccock’s patrons, 
urging them to send “only plain common goods until the mind of the Prince 
Regent is known.” The Prince was, however, in no hurry to make up his 
mind; in 1815 he raised Brazil to the dignity of a kingdom, and everybody 
had to buy new suits or uniforms for the celebrations ; and when he did leave 
for Lisbon in 1821 he left his son behind as regent. The courtly market there- 
fore grew larger, and helped to double the value of woolen sales during the 
decade of Luccock’s residence. 

Luccock’s difficulties with cloth were repeated with every one of the many 
other articles he handled. Too much or too little was sent, wares were dam- 
aged or lost in transit, the wrong kind of article came, fashions changed, 
unsalable stocks accumulated, and meanwhile moth or rust or mold cor- 
rupted or thieves broke through and stole. He never received any skates or 
warming pans ; but he got a box of “coffin furniture—of all articles made in 
England and not saleable here I think it is the worst.” He was sent a collec- 
tion of pocket books and wallets, such as Englishmen used for carrying bank 
notes. “Why,” he exclaimed, “did you send these to a land where paper 
money is not used, and where the coin is so heavy that slaves are employed 
to carry your money. Pray let no more absurdities of this kind be sent to 
us!” To a Nottingham lacemaker he wrote, “I am disappointed in the veils 
you sent. The small ones are worth nothing, for ladies here are very fat and 
they wear the veil thrown over the whole head and shoulders, not, as the 
English do, tied round the head.” Shawls might be the rage in England, but 
not “in a country where the ladies so seldom show themselves.” Dresses 
which were dead stock in 1809 because “the Portuguese women have no taste 
for openwork in their gowns” were fashionable a year later when “openwork 
was indispensable.” 

Luccock’s letters about hats would make a chapter in the history of head- 
gear. Ladies’ hats must be of the newest English fashions, but since “chil- 
dren scarcely ever appear in the streets and generally without hats” it was 
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foolish to send any goods for juveniles. The theater was stimulated by the 
royal presence, as was a demand for opera hats. But the pattern that arrived 
from England was unsuitable: “Yours are called French hats, and now 
everything to which that description can be applied is detested.” The impor- 
tation of other kinds of garments was equally hazardous. A supply of cotton 
stockings was unsalable since its owner did not know that “a good propor- 
tion of stockings sent to this country should be woven loose in the ancle or 
be wide there, for a common disorder prevails by which the legs become very 
thick.”” Those who sent men’s clothes were reminded that nearly all male 
adults suffered from “a certain cutaneous disorder,” which led them to 
scratch themselves almost incessantly, and obliged shirtmakers or tailors 
to provide adequate strategically placed apertures. 

When Luccock decided to handle consignments of hardware and leather 
goods he committed himself to a trade in an infinite variety of small wares. 
There descended on him tools and materials for carpenters, masons, shoe- 
makers, plasterers, cabinetmakers, fishermen, glaziers, and gardeners. On 
his shelves were all sorts of cutlery, watch glasses and chains, seals, keys, 
mirrors, needles, japanned tea trays with landscape and figured centers, 
segar cases, snuffboxes, smelling bottles, spectacles, candlesticks and snuf- 
fers, canisters, teapots, gimlets, nutmeg graters, mousetraps, leather goods, 
and razors for ladies. 

He always opened the cases from Birmingham and Sheffield with some 
anxiety. Some of the metal goods had rusted on the journey or did so before 
they could be sold. The leatherware had gone moldy because it had been 
inadequately dried. The crates of glass might have been dropped. When the 
goods were displayed in his store they became “an invitation to every thief 
to steal. We must inevitably lose many articles. Thieves here are uncom- 
monly adroit and are shielded by their numbers.” Luccock hired “a good 
Portuguese servant” to help protect the property, but “like that of most 
clever men his character has strong peculiarities.” Luccock therefore sent 
for a “good English clerk” and later for “a sharp English lad to copy, see 
after the negroes, and do the drudgery of the lower part of the business.” 
Yet a legion of English aides could not stop the relentless inroads of rust, 
and eventually Luccock was glad to pull out of the retail hardware business. 

A wholesale traffic in arms promised better results, but the promise was 
not fulfilled. An early supply of swords and dirks arrived with moldy scab- 
bards and rusty blades, and the weapons could not be drawn. A parcel of 





“ Other writers, such as the American Brackenbridge, comment on this prevalence of 
elephantiasis. 
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swordsticks was rendered worthless when the Prince Regent forbade the 
carrying of concealed weapons. The Brazilian government bought some 
weapons, as did also the authorities in Buenos Aires. Luccock was confident 
that Montevideo and Buenos Aires would “take opposite courses,” and 
that inevitable civil war would create a demand for “arms or accoutre- 
ments.” On his advice Birmingham shipped swords to Buenos Aires, and 
they were quickly sold. But official Rio was very slow in paying for its pur- 
chases and Buenos Aires was slower still. Gradually Luccock realized that 
profitable trade with the Argentine government was well-nigh impossible, 
“owing to the want of confidence among the Spaniards themselves, the sud- 
denness with which persons are either shot or banished, and the want of 
remittances from the mines.” The government at Buenos Aires was so feeble 
that it might be overthrown “at any moment by an enterprising and popular 
military man.” 

Luccock finally decided to go to Buenos Aires, collect the money due to 
him, cancel contracts with his agent, and abandon traffic with that area. On 
arriving he discovered that the agent had “declined business” and moved 
out to his estancia some hundreds of miles inland, in a region where condi- 
tions were very disturbed. But since neither of the opposing armies in that 
area would guarantee him safe conduct, the debt could not be collected. 
Luccock therefore waited on the army office. The officials admitted that 
they had bought the swords, but said that each officer must pay for his own 
weapon. “Where are these officers?” asked Luccock. “With their troops in 
Peru or Montevideo” was the reply. 

.  Luccock returned to Rio and wrote the armaments traffic off as bad busi- 

ness. He did the same with a consignment of English saddles and bridles 
which he, like every other importer, had obtained when he saw that “some 
of the dashing fellows of this place have introduced horse-racing here, in 
which Portuguese as well as Englishmen engage most heartily.” After re- 
ceiving a ton and a half of cheese he decided not to deal further in perish- 
ables. A case of bottles of mustard, packed without chaff, arrived with every 
bottle broken. A consignment of snuff became quite moist on the way out 
and exuded “a strong scent of hartshorn. We attempted to sell it by auction 
in the customs house, but could not get a bid for it. I fear we must throw it 


into the sea.” 
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VI 


In spite of countless disappointments—some of them paid for by the 
insurance underwriters, some by disgruntled consignors, some by Luccock 
and his partner—the business managed to sell about $100,000 of imports 
yearly, and needed the aid of a Lancashire clerk, a Leeds office boy, and 
several slaves. But importing was only half the battle. The entrepreneurial 
functions of making crucial decisions and taking risks were as important in 
deciding how to remit funds to England as they were in helping British 
exporters to send the right amount of the right kinds of goods. Payment for 
the imports could be made in three ways. Luccock could buy bills of ex- 
change or drafts in Rio, or get his British patrons to draw bills on him. Or 
he could send Brazilian commodities to Britain. Or he could ship coin or 
bullion. 

The choice among these methods was far from easy. The first seemed the 
simplest, provided bills on London were available for purchase in Rio. Some- 
times they were scarce, and Luccock would urge his patrons to draw bills on 
him, especially in cases where his firm had agreed to make advances to con- 
signors against the goods they had sent him. But the British exporters might 
not like to do this. There were stamp and other charges attached to the oper- 
ation, and in such provincial towns as Leeds or Manchester it was not always 
easy to find a good buyer for a bill on Rio. Luccock was therefore expected 
to take the initiative in buying paper. 

One advantage of paying a patron with a sterling bill of exchange was that 
Luccock and he knew how many pounds he would receive for his goods. An- 
other was that the bill settled the transaction more quickly. The disadvan- 
tage of taking payment in bills was the loss of a chance to make two profits. 
A general merchant liked to have cargoes coming back in payment for those 
going out, and even the manufacturers who were consigning their own prod- 
ucts to North or South America dared to dabble in the import trade. Of 
course there were great risks. If Luccock sent you a bill you knew what 
profit you had made on your exports. But if he sent barrels of coin or boxes 
of gold bars, you did not know what the net result was until the metal was 
safely delivered and sold in London and the freight and insurance charges 
had been deducted. Or if he sent you Brazilian produce, the price level might 
behave most erratically. When North American supplies of cotton or Baltic 
supplies of hides and tallow were cut off, Brazilian products might sell very 
profitably for a time in England ; but a large demand for them would quickly 
make them dear in Rio or Pernambuco, while a change in the international 








18 Herbert Heaton 





situation might make them cheap when they reached Liverpool or London. 
The task of deciding how to remit was therefore tantalizing. 

Shipping precious metal had a double flavor of adventure. One had first to 
smuggle it out of the country and then face the risk of capture by the armed 
public or private vessels of France, Spain, and later America. Luccock’s 
thoughts had been turned to gold by a request from a Sheffield buyer of floor 
sweepings from the shops of gold- and silver-smiths. This firm had bought 
refuse from Continental shops and later picked up a ballast cargo from a 
Spanish-American mint. Since such supplies had been stopped by the spread 
of the war, Luccock was asked to see if he could secure sweepings from 
Brazilian mints. 

His reply was not encouraging. The mints were all 700 miles from Rio, 
the government forbade all transactions that might conceivably lead to the 
export of gold, and the refuse would have to be brought to port over an im- 
mense range of mountains on the backs of mules—a costly journey. Yet his 
interest in gold had been aroused, and under pretense of going on a shooting 
expedition he ranged far afield, searching for traces of gold. He found vast 
quantities of yellow sand, which in appearance resembled “the most beau- 
tiful gold, but by all the chemistry I am master of I have not been able to 
extract the smallest quantity of valuable metal from it.” The supply was so 
large that “you might load the whole navy of England with it .... Yet I do 
not think it would pay freight home.” He sent a sample to be tested in Eng- 
land, but the ship was captured by the French. 

Pressing on into the gold regions proper, he “certainly picked up pure 
gold, but in very small quantities.” In the mining areas he found that even 
in the richest diggings the slaves produced only a few pennyweight a day. 
To collect much from them illicitly would be a huge task. Perhaps there 
were areas which might give richer rewards, but in at least one valley the 
government forbade prospecting on the ground that the quantity of gold 
known to be there was so great that its extraction would flood the bullion 
market and seriously debase the value of the metal. 

Balked in his search for a gold field, Luccock then sought ways of pro- 
curing gold dust or bars from the producers. By government decree all dust 
must be handed over to a mint. There it was purified and cast into bars 
which might circulate as money, or it was brought to Rio to be turned 
‘nto coins. The gold producer must give the government the quint, which in 
practice amounted to one quarter rather than one fifth of the dust he had 
collected. In 1810 royal control went a step further when the government 
decreed that the gold bars could no longer circulate, but that all metal must 
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be minted into coins. The Prince Regent charged 7 per cent for the mint’s 
services. 

To break into this state control of the gold supply was risky but worth 
while. If the illicit buyer could obtain 100 units of gold for, say, 87/2 units 
of currency the bargain was tempting ; and, if the seller could get 87% from 
a bootleg buyer instead of the 80 or even 75 he would receive from the mint 
after the quint had been subtracted, he might be willing to sell. The gain 
from illegal purchases or sale of bars was smaller, yet it was enough to keep 
such traffic alive. Luccock therefore occasionally bought dust and bars, and 
when Lupton in Leeds ventured to suggest procedures for getting the metal 
to England he retorted, “You forget that finding gold is a smuggling trans- 
action and therefore not always confined to rules.” 

The export of precious metal from Rio was banned except under cover of 
a special license, elaborate regulations, and payment of an export duty. The 
Portuguese East Indiamen had, of course, to be allowed to take treasure 
with them when they sailed, almost in ballast, to fetch Indian cottons and 
Chinese tea, and Luccock estimated in 1818 that well over £500,000 went to 
the Orient with each fleet. But ordinary traders were not so favored. The 
export of dust and bars was forbidden always, licenses to ship coins were 
usually refused, and Luccock occasionally mentioned prosecutions of fellow 
merchants who had been caught carrying on “free trade” in guineas. He 
could see the point of the policy, for, as he wrote to his partner, “the export 
of bars from this country is answerable to exporting wool from yours. To 
send gold dust is the same as if we at home smuggled sheep. The different 
circumstances of the two countries lead us: to place an equal value on differ- 
ent objects.” Yet as a former wool merchant he knew that wool did get out 


. of England ; he knew the risks he faced in Rio, measured the possible profit 


that might be made, and consoled himself with the thought that he was 
doing his bit to help England solve her difficult problems of war finance. 
When early small shipments of coins “answered well,” Luccock became 
asmuggler on a larger scale. In three years he sent coin, dust, and bars which 
were valued in London at over £30,000. He obtained his supplies through 
the usual channels in Rio, but in addition picked up much treasure at the 
Plate and on one occasion shipped five bartels of dollars from Buenos Aires. 
By 1811 he was smuggling so vigorously that Lupton began to fear he might 
be detected. The danger became greater because all bullion had to be de- 
livered to the Bank of England and its owner or agent had there to swear 
that it had come from a foreign land. Lupton therefore wrote, “Do you think 
it possible that our appearing publicly in London to swear to its being for- 
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eign can ever be known in Rio or subject you to inconvenience?” To this 
Luccock replied, “I am not very anxious about my fate whether it be known 
here that I export gold or not, for I know Britain must have it and believe 
that she will have honour and sense enough to protect those who send it to 
her. Yet I do regret the publicity respecting the importers of gold. John Bull 
always tells more than he ought to do, even to the idly curious.” 

The palmy days of gold export came to an end with the close of 1813. How 
vast the traffic was at its height is shown by the fact that one battleship— 
La Bonne Citoyenne, which in spite of its name flew the British flag—car- 
ried one cargo of gold worth over £460,000. But by late 1813 the great 
demand for South American produce raised the price of such exports in 
British markets, and expanded the supply of bills on London. Meantime 
the scramble for gold had made it scarce and raised its price, while the wider 
radius of American privateering had rendered the seaways to Britain, and 
even the waters of the western approach, more dangerous to gold shippers. 
No gold was now sent except on warships, yet on these vessels the insurance 
rate was from three to five times as high in early 1814 as it had been in the 
spring of 1812. On first-line battleships it now stood at 3.5 per cent, and on 
frigates it was 4.5 per cent. There were few of these larger vessels available ; 
hence an exporter might have to pay 6.5 per cent if he used a sloop of war, 
and 12.5 per cent if, as was most likely, he had to be satisfied with “other 
packets and armed ships.” ) 

At such rates an exporter could not afford to insure a precious shipment 
in full, and must therefore face the risk of loss of the uninsured part of his 
treasure. Luccock usually covered about three fifths of his gold cargoes, 
though this cost over 5 per cent of their total value. Freight and handling 
charges added about 3 per cent to the expenses of transmission, and the net 
return on some large shipments in 1813 therefore worked out at only about 
8od. per milrea. If he had carried full insurance the return would have been 
only 76d. Since bills on London at the time cost 79d., the reward for risking 
arrest as a smuggler and for sending a cargo little more than half insured 
was not commensurate with the dangers incurred. 

Luccock therefore grew weary of sending gold. Perhaps his country could 
look after its own supply of precious metal and let him go back to bills and 
produce. Besides, what did Britain really care about the services its mer- 
chants were trying to render? Look at the scandalous case of La Bonne 
Citoyenne. That floating treasure house had succeeded in evading the Essex 
and other American sea wolves. But when it reached home waters it was 
ordered by Admiral Dickson to go off cruising with him at once and was not 
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given time to unload any of its precious cargo. At any rate the value of 
bullion in London fell rapidly when Napoleon was defeated. By August 1814 
Brazilian gold coins had dropped from a peak of r1r1s. to 84s. an ounce ; and 
to Luccock such a market offered no attractions. 

For a time Luccock had dreamed of sending precious stones to England. 
On his trip into the interior he was offered many of them, of different kinds 
and sizes. Diamonds were “very numerous and very yellow,” but the trade 
in them was illicit and “they are guarded with greater care than ever were 
the Hesperian apples.” Yet the reward might be worth the risk, so Lupton 
was asked to collect information that would be useful to a freshman buyer. 
Lupton consulted his jeweler friends in Leeds and passed on their news to 
Rio. Small garnets are worthless, but one the size of a pea would be valuable. 
An emerald half an inch square would fetch £40, but one “as large as a 
goose’s egg would be immense—some one must be deceiving you.” Topazes 
have a ready sale if they are good, but many false ones are being marketed 
in England, made of two bits of glass stuck together with paint. In short, the 
jewel market is full of risks and rogues. “If you decide to purchase, buy only 
of people you know.” Luccock did not buy ; but, when later he saw his fellow 
merchants bartering their goods for “topazes, chrysolites, aquamarines, 
amathists, and emeralds,” he began to wonder whether they were not doing 
a profitable business “while we have stood biting our fingers.” 

Indigo was the subject of another bright hope that faded away. He dis- 
covered that Brazilian growers produced a good leaf, but ruined it by put- 
ting too much lime into the solution which they obtained by soaking the 
leaves. He set out to reform the industry by becoming planter and manufac- 
turer. He first bought leaves from the growers and extracted good indigo by 
using correct methods. Then in alliance with another merchant he bought 
from the crown officials a small island, fully planted and equipped with a 
house and vats. Two months later, when the crop was nearly ready for har- 
vest, he was visited by a high official who informed him that the Prince 
Regent could not permit a foreigner to buy, or even to occupy, any island 
on the coast. Certain vague words in the peroration and some definite man- 
ual movements did however indicate that a bribe might enable the official 
to get the ban lifted. But Luccock had by that time lost his temper, the 
official was sent empty away, and the island was handed back to the crown. 

Luccock’s shipments of goods therefore settled down to precious metal, 
to less valuable but more bulky commodities—such as cotton, tallow, hides, 
and coffee—and to small quantities of sugar, balsam, cochineal, skins, and 
fustic. In deciding to send any of these materials Luccock was guided by 
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requests from his patrons and by the latest news concerning the prices pre- 
vailing in England. When embargo, nonintercourse, or war cut off supplies 
from the United States, Brazilian cotton was so welcome in Liverpool that 
vessels left that port in ballast to pick up cargoes in Pernambuco. During 
such times Luccock shipped produce for British patrons, for Brazilian plant- 
ers, and on his own account. He knew he was skating on thin ice, that the 
high prices were “impermanent and artificial,” and that peace between 
London and Washington would end the demand. He shared the general 
belief that American ports were heaped high with cotton bales waiting to 
be poured out to Liverpool ; but when peace revealed there apparently was 
no such surplus Brazil’s boom continued a little longer, Luccock waxed rich, 
his planter friends made 500 per cent on their shipments, and Pernambuco 
became so conscious of its economic importance that it staged an attempt to 
break free of Rio in 1817. 

Brazilian tobacco did not share cotton’s good fortune. If British smokers 
could not get Virginia leaf they preferred to quit smoking. When Luccock 
reported to Leeds tobacconists in 1811 that he could ship Brazilian tobacco 
at 3d. a pound they replied that it would “never suit the people of this coun- 
try at any price.” The privations of the war years changed their taste a 
little, but when peace came the Brazilian leaf rapidly became unsalable. 

Some of the goods shipped by Luccock had been obtained by barter. He 
would trade soap for balsam, cutlery for hides or cotton, glass for tallow. If 
his debtors could not pay in cash he sometimes had to take strange goods 
instead. In 1813, for example, he wrote to a British glass exporter, “We now 
hold on your account a carriage and a pair of mules and a handsome time- 
piece. So soon as they are resold we will inform you.” For months he enjoyed 
the use of the vehicle before finding a purchaser. 


VII 


When the long war with France ended and the last American privateer 
heard of the Treaty of Ghent, Luccock was able to take life a little more 
easily. For six years he had struggled to make good in a new market. He had 
been deluged with goods or starved of supplies. He had exhorted exporters 
to send the right kind of goods and scolded them when they followed their 
own hunches or sent him rubbish which they could not sell elsewhere. He 
had written every letter and order in triplicate, yet at times all three copies 
had failed to reach their destination, as packet after packet had fallen into 
the arms of some enemy warship or privateer and had tossed its mail bags 
into the sea just before its captors climbed aboard. He had been castigated 
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by his patrons because prices were too low or remittances were too slow. Yet 
somehow he had managed to make a success of his adventure. 

The arrival of his family had done much to make exile more pleasant, and 
his house had been made more homelike by the arrival of an encyclopedia 
in forty-one volumes, many books on history, geography, and “Mental Im- 
provement,” three hundred quill pens, two wine coolers, two dolls, a pound 
of caraway seed, six sheets of court plaster, a front of hair, and some pots of 
jam. In 1816 he visited England to talk matters over with partner and 
patrons, and could now afford to take back a manservant. His Lancashire 
assistant had become so competent that Luccock felt he could safely leave 
the work in his hands. In 1817 therefore he set out on horseback, with a pair 
of bayoneted pistols in his pockets and a smaller pair on the saddle, for a 
tour of the country. He visited the planters and ranchers with whom he had 
for years been trading, went through the mining areas, and filled many note- 
books with his observations. 

In 1818 the ten years’ exile ended and the family returned to Leeds. 
Luccock maintained his interest in Brazil, sent goods to his old assistant, 
and imported cotton in return. In 1821 the call of the south came strongly 
to him, and he decided to revisit his old haunts. Bales of cloth were packed 
and shipped ; but Luccock was delayed so long in Liverpool that the wander- 
lust abated and he returned home. There he threw himself in his spare time 
into the activities of the Philosophical and Literary Society and into the 
establishment of the Mechanics’ Institute. But his health had been ruined 
in Rio, and in 1826 he dropped dead in the street near his home. The collapse 
of the South American market in 1825 was a large part of the general crisis 
of that year. In the depressed years that followed it was hard to collect from 
Rio or Buenos Aires. The Luptons therefore cut their losses, turned to less 
hazardous fields of enterprise, and let the trade with South America pass 
into the hands of those who had more of hope or less of experience. 


University of Minnesota HERBERT HEATON 








The Medici Bank 
Organization and Management* 


I 


HE organization of a commercial firm or a corporation is usually 

determined by the nature of its business. We must, therefore, know 
the meaning of the word “bank” which appears in the title of this study. 
Today this word has a variety of meanings. There are all sorts of banks: 
central banks, commercial banks, member banks, and so forth. In the 
fifteenth century, there were not so many kinds of credit institutions. But 
still the word “bank” had more than one meaning. What kind of a bank was 
the Medici bank ? 

In Florence, in the fifteenth century, there were three or four different 
credit institutions called banks in Italian: banchi di pegno, banchi a minuto, 
banchi in mercato, and banchi grossi. The first were pawnshops, operating 
under a public license which permitted the pawnbrokers to make loans se- 
cured by pledges of personal property at a legal rate of four pence per 
pound a month or 20 per cent a year. This was not a high rate of interest 
when we consider that today in several states of the Union the legal rate for 
small loans is 36 per cent per annum. The Medici bank was certainly not a 
pawnshop and did not specialize in consumers’ credit to the poorer classes 
of Florence. There is presumably no direct connection, as has been sup- 
posed, between the red roundels or torteaux of the Medici coat of arms 
and the three balls which became the characteristic sign of pawnshops.” 

Besides the pawnshops or banchi di pegno, there existed in Florence 
banchi a minuto or “retail banks.” There is as yet little exact information 
available concerning the activities of these banchi a minuto. Francesco di 
Giuliano de’ Medici, a distant cousin of the historic Medici, was connected 
with two different banks of this type from 1476 to 1491. From the extant 
account books of these banks it appears that the business of a banco a 
minuto consisted chiefly in the sale of jewelry on credit, according to an 
installment plan. Loans secured by jewels were also made. Dealings in 





* This is the first of two articles on “The Medici Bank.” The second will appear in the No- 
vember number of THE JOURNAL. 

* The origin of the Medici coat of arms is as obscure as that of the Medici family. Roundels 
are a common charge, not only in Italian but also in French and English heraldry. According 
to one theory, the armorial bearings of the Medici are canting arms or armes parlantes, and 
the torteaux or red balls supposedly represent pills, because medici in Italian means “physi- 
cians.” The historian G. F. Young regards this whole story as a fable-—The Medici, chap. iii, 
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bullion and money changing were apparently also part of the bank’s ac- 
tivities. Only time deposits, on which interest was paid at 9 or ro per cent, 
were accepted by the banks in which Francesco di Giuliano was a partner ; 
their ledgers do not contain any accounts relating to deposits “payable on de- 
mand.” Neither do the journals contain any book transfers, such as are 
found by the thousands in the books of the Genoese banks and of the Bruges 
money-changers. Consequently, a banco a minuto was not a deposit bank. 
There may be some question whether such a business should be considered 
as a bank at all. Francesco de’ Medici, however, refers to himself and his 
partners sometimes as banchieri and sometimes as tavolieri.* 

A third group of banks, called banchi in mercato by some of the Florentine 
chroniclers, is probably the same as the banchi aperti mentioned in the 
statutes of the Arte del Cambio, the money-changers’ guild. Their business 
was done “in the open” or in the public market places of Florence, the Mer- 
cato Vecchio and the Mercato Nuovo. The owners of these banks were 
designated as cambiatori (money-changers) or as tavolieri because they did 
business sitting behind a table (¢avola) covered with a cloth (tappeto), a 
journal open in front of them and a money pouch (¢asca) within reach. By 
statute the money-changers were required to make transfers in their books 
in the presence of their customers. As checks were as yet unknown, transfer 
orders were given by word of mouth and were written immediately in the 
banker’s books. The guild regulations therefore suggest that the banchi in 
mercato were the transfer and deposit banks of Florence.’ 

The business of the Florentine banchi in mercato was similar to that of 
the Venetian banchi di scritta, the Genoese Bank of St. George, and the 
private transfer banks in Barcelona, Bruges, and other commercial centers. 
As elsewhere, bank failures were not infrequent in Florence. In 1516, there 





n. 2. He is probably right. A more plausible explanation is that the Medici adopted the roun- 
dels because they were the symbol of the banker’s trade and of the guild to which they be- 
longed. The coat of arms of the Florentine money-changers’ guild, Arte del Cambio, was a red 
shield sown with bezants or gold roundels. The Medici used red roundels instead of gold ones. 
The pawnbrokers eventually adopted the gold roundels or balls as the sign of their trade, 
since those symbols were associated in the public mind with money lending and credit. 

I owe this information to my wife Florence Edler de Roover, who is writing a biography, 
“Francesco di Giuliano de’ Medici (1450-1528), Business Man of Florence.” Her book is 
based upon the Selfridge Collection of Medici MSS, on deposit in Baker Library, Harvard 
Graduate School of Business Administration. 

*The structure of the Florentine banking system will be more fully described by A. P. 
Usher when he publishes the second volume of his Early History of Deposit Banking in Medi- 
terranean Europe. The first volume appeared as Vol. LX XV of the Harvard Economic Studies 
(Cambridge, 1943). Mr. Usher is in possession of much material on the Florentine banks. 
Scholars await with interest the results of his research. 
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were only three banchi in mercato left. One of them, the Da Panzano bank, 
failed on December 29, 1520.‘ Six years later, when the Imperial troops 
threatened to besiege Florence, coin became so scarce that the banks sus- 
pended specie payments. It is possible that they had been forced to create 
credit against government loans.* At any rate, bank money began to de- 
preciate and the agio on specie soon rose from one half of 1 per cent to 6 
per cent. Giovanni Cambi in his chronicle observes that such a thing was a 
novelty in Florence.’ 

The historic Medici were neither money-changers nor goldsmiths. Their 
bank was one of those banchi grossi or “great banks” which did business 
“inside” (dentro). The office or scrittoio of the bank was in the Medici 
palace. These banchi grossi are mentioned with pride by the Florentine 
chroniclers as one of the main sources of their city’s wealth and power. Ac- 
cording to the fifteenth-century chronicler Benedetto Dei, there were 
thirty-three of these banks in 1469 and “they dealt in merchandise and 
exchange in all parts of the world, wherever there were exchanges or traffic 
in money.”” Consequently, the Florentine bankers were traders as well as 
bankers. They combined foreign trade and dealings in exchange—not petty 
exchange of foreign for domestic coins, but trade in bills of exchange (cam- 
bium per literas). To most bankers it was less important than the trade in 
commodities. Even the Medici, the most prominent firm of merchant 
bankers in Florence, emphasized trade rather than banking. In 1464, Tom- 
maso Portinari, one of the Medici branch managers, made the statement 
that “the foundation of the firm’s business rests on trade in which most of 
the capital is employed.”® 

In Florence, as in other Medieval centers—Bruges for example—there 
was a sharp cleavage between the merchant bankers, whose business in- 
terests were international in scope, and the less important cambiatori or 
money-changers, who specialized in local banking. However, all bankers 


“Giovanni Cambi, Istorie, III, in Delizie degli eruditi toscani (Florence, 1786), XXII, 
100, 176. 

5As was done by the Venetian banks during the war against the Turks.—Frederic C. Lane, 
“Venetian Bankers, 1496-1533 ; a Study in the Early Stages of Deposit Banking,” The Journal 
of Political Economy, XLV (1937), 205. 

®° Cambi, storie, III, 299. 

7 “FE chambiano e fanno merchantia per tutti i luoghi del mondo, 14 ove chorrono e chambi 
e danaro.”—Giovanni Francesco Pagnini, Della decima e di varie altre gravezze imposte dal 
Comune di Firenze, della moneta e della mercatura dei Fiorentini fino al secolo XVI (Lisbon- 
Lucca, 1766), II, 275 f. 

8 Armand Grunzweig, Correspondance de la filiale de Bruges des Medici, Part I (Brussels, 
1931), pp. 129, 131. This is henceforth cited with abbreviated title and page reference only, 


as Part II has not yet appeared. 
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or tavolieri, great or small, were required to be members of the Arte del 
Cambio.’ On the other hand, the pawnbrokers, who were considered as 
“manifest usurers,” were ipso facto excluded from membership in the guild. 

Not all Medieval merchants were merchant bankers. A large capital and 
extensive connections were needed in order to engage successfully in foreign 
banking. A merchant like Andrea Barbarigo, whose career was recently 
sketched by Frederic C. Lane, had neither the financial resources nor the 
connections to set up an international banking business. Such an organiza- 
tion could hardly be built up in one generation. When in 1429 Cosimo suc- 
ceeded his father Giovanni, called “Bicci,” the Medici banking house was 
already a prospering concern with branches in Venice and in corte di papa, 
at the papal court.” The origins of the family could be traced further back 
in the records of the Calimala and Cambio guilds. However, the period of 
rapid expansion came during the lifetime of Cosimo. New branches were 
established in Pisa, Milan, Geneva (moved to Lyons in 1466), Avignon, 
Bruges, and London. Wherever the Medici had no branch of their own, 
they had correspondents or agents who would accept or collect the bills of 
exchange drawn or remitted by their principals. So the Medici were repre- 
sented by the firm of Filippo Strozzi and Co. in Naples, by Piero del Fede 
and Co. in Valencia, by Nicolaio d’Ameleto and Antonio Bonafe in Bologna, 
by Filippo and Federigo Centurioni in Genoa, by Gherardo Bueri—a close 
relative of Cosimo—in Liibeck, and so forth.” All those business firms were 
Italian and most of them were Florentine. Occasionally the Medici would 
be represented by a native merchant, as in Cologne where their representa- 
tive was a German named Abel Kalthoff. Cosimo de’ Medici did not confine 
his activity solely to international banking and foreign trade. He had in- 
terests also in wool and silk manufacturing, the two principal industries of 
Florence. , 


° The theory of Saverio La Sorsa, L’Organizzazione dei cambiatori fiorentini (Ceri, 1904), 
p. 15, that the merchant bankers were not members of the Arte del Cambio, but only of the 
Calimala and wool guilds is untrue. Averardo de’ Medici was a consul of the Arte del Cambio 
in 1419. Cosimo de’ Medici is listed as a member in 1423. Cf. Heinrich Sieveking, Die Hand- 
lungsbiicher der Medici (Sitzungsberichte der Kais. Akademie der Wissenschaften in Wien, 
Philosophisch-historische Klasse, No. CLI, Vienna, 1905), pp. 4 f. 

* Heinrich Sieveking, Aus Genueser Rechnungs- und Steuerbiichern (Sitzungsberichte der 
Kais. Akademie der Wissenschaften in Wien, Philosophisch-historische Klasse, No. CLXII, 
Vienna, 1909), pp. 96 f.; Alberto Ceccherelli, J Libri di mercatura della Banca Medici e Vap- 
plicazione della partita doppia a Firenze nel secolo decimo quarto (Florence, 1913), p. 43. 

™ Curt S. Gutkind, Cosimo de’ Medici, Pater Patriae, 1389-1464 (Oxford: The Clarendon 
Press, 1938), p. 192, says erroneously that Edoardo Bueri, brother of Gherardo, was a part- 
ner in a Flemish banking house called “de Wale.” Wale in the Low German of the Middle Ages 
was simply a designation applied to any person of Latin, French, or Italian origin. “Eduardus 
de Boeris de Wale” means “Edward Bueri, the Italian.” 








28 Raymond de Roover 





II 


From a legal and structural point of view it is possible to classify the 
Florentine banking firms according to two different types: those with a 
centralized, and those with a decentralized, form of organization. The first 
type was more popular in the thirteenth and fourteenth centuries and was 
adopted by the Peruzzi, the Bardi, and the Acciaiuoli companies. The 
failure of these companies explains, perhaps, why this type declined in 
popularity and gave way to the second type, of which the Medici firm is 
the best example. 

The essential feature of the form of organization exemplified by the 
Bardi and the Peruzzi companies is that there was only one partnership. 
It owned the home office in Florence and all the branches abroad. The 
latter were managed by factors, that is, by agents who received salaries “for 
the donation of their time” (per dono del tempo). The head of the firm de- 
cided whether they ought to be promoted, transferred, retained, or dis- 
missed. Sometimes a partner went abroad in order to serve the company in 
the capacity of branch manager. In such a case he received a regular salary 
in addition to the share in the profits to which he was entitled as a partner.” 
A conspicuous example is that of the Florentine chronicler Giovanni Vil- 
lani, who was a partner in the Peruzzi company and for a time took charge 
of their office in Bruges.” 

The capital of the Peruzzi and Bardi companies was divided into shares. 
In 1331, the capital of the Bardi company was made up of fifty-eight 
shares : six members of the family held thirty-six and three-quarters shares ; 
the remaining twenty-one and one-quarter shares were owned by five out- 
siders.“ In 1312, the Peruzzi company had a capital of £116,000 @ fiorino or 
Fl]. 80,000 shared by eight members of the Peruzzi family and nine out- 
siders. In 1331, the outsiders gained control by owning more than half of 
the capital.” 

In theory, all partners residing in Florence had a voice in the manage- 
ment. In practice, however, the partners accepted the leadership of one of 





2 7 Libri di commercio dei Peruzzi, ed. Armando Sapori (Milan, 1934), pp. 304, 378, and 
passim. Cf. Armando Sapori, “II personale delle compagnie mercantili del medio evo.” Archi- 
vio storico italiano, Series 7, XXXII (1939), 121-51; idem, “Storia interna della compagnia 
mercantile dei Peruzzi,” reprinted from Archivio storico italiano, Series 7, XXII (1934), 13; 


N. 3. 
#8 Robert Davidsohn, Forschungen zur Geschichte von Florenz, III (Berlin, 1901), 96, No. 


502. 
4% Armando Sapori, La Crisi delle compagnie mercantili det Bardi e dei Peruzzi (Florence, 
1926), p. 249. _ 

% For more details, see Sapori, “Storia interna,” pp. 20-23. 
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them. The leading partner inspired enough confidence so that his decisions 
were usually approved without question. The trouble with this arrangement 
was that if the leader died there was often no one to take his place. In case 
of difficulties and losses, quarrels among the partners about policy were 
likely to make matters worse. Discord among the partners seems to have 
contributed a great deal to the downfall of the bank of Orlando Bonsignori, 
a Sienese partnership, and to have played a considerable part in the failure 
of the Bardi and the Peruzzi companies.” 

In contrast with these two companies, the Medici banking house was not 
one partnership but a combination of partnerships. A separate partnership 
was formed for each of the Medici enterprises: the “bank” or home office 
in Florence, the branches abroad, and the three industrial establishments 
in Florence. Each partnership was a separate legal entity or ragione and had 
its own style, its own capital, and its own books. The different branches 
dealt with each other on the same basis as with outsiders. One branch 
charged commission to another branch as if both had been parts of different 
organizations.” 

The branch managers were not simply factors or employees, as in the case 
of the Peruzzi, but junior partners who, instead of a salary, received a share 
of the profits. These managers could not be dismissed, but they could be 
removed from office by prematurely terminating the partnership, which, 
according to the articles of association, the Medici had always the right to 
do.” The branch managers had the title “governor” (governatore), whereas 
the Medici were called “seniors” (maggiori). The use of these terms indi- 
cates sufficiently that branch managers had the right to make managerial 
decisions, but that the Medici who was the head of the firm had the final 
say in all matters of policy. 

In studying the organization of the Medici banking house, one cannot fail 
to notice how closely it resembles that of a holding company. The compari- 
son is valid in more than one respect. The Medici controlled the subsidiary 
partnerships by owning at least 50 per cent of the capital. Besides, there 
were other means of retaining control. As we shall see below, the partnership 
agreements carefully circumscribed the powers which were granted to the 





* Mario Chiaudano, “I Rothschild del Duecento; la Gran Tavola di Orlando Bonsignori,” 
reprinted from Bullettino Senese di storia patria, New Series, VI (1935), 17. 

Clement Bauer, Unternehmung und Unternehmungsformen im Spatmittelalter und in 
der beginnenden Neuzeit (Jena, 1936), p. 143. 

8 A clause to this effect is inserted both in the partnership agreement of July 25, 1455, re- 
lating to the Bruges branch and in that of May 31, 1446, relating to the London branch.— 
Grunzweig, Correspondance, pp. 54, 60; Lewis Einstein, The Italian Renaissance in England; 
Studies (New York: Columbia University Press, 1902), p. 243. 
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junior or managing partners. The Medici were also careful to stipulate that 
they retained the ownership of their trade-mark after the dissolution of a 
partnership. There was good will attached to their name. This advantage 
would be lost if they chose to withdraw, as the ambitious Portinari was to 
learn to his detriment after he broke with the Medici.” Today, ownership 
of stock is not the only means of retaining control. There are trade-marks, 
patent pools, limited voting rights, interlocking directorates, and other 
devices. 

A lawsuit which was tried before the municipal court of Bruges, in 1453, 
throws much light on the structure of the Medici business organization. In 
this case, a Milanese, Damiano Ruffini, brought suit against Tommaso 
Portinari, as acting manager of the Medici branch in Bruges, for defective 
packing of nine bales of wool bought by the plaintiff from the Medici 
branch in London. The defendant pointed out that the bales never belonged 
to the Bruges branch and that the plaintiff should sue the London branch. 
To this argument the latter replied that “the Medici branch in Bruges and 
the one in London were all one company and had the same master.” There- 
upon, Portinari testified under oath that the two branches were separate 
partnerships, that the bales of wool had been sold to the plaintiff by the 
London partnership, and that the Bruges partnership had nothing to do 
with the sale and should be relieved from all responsibility. The court in its 
decision dismissed the claim presented by the plaintiff but upheld his right 
to sue Simone Nori, at that time the manager of the London branch.” A 
similar issue would be raised if a person brought suit in any American court 
against the Standard Oil of New Jersey for defective merchandise received 
from the Standard Oil of New York and based his case upon the argument 
that all Standard Oil companies were controlled by the Rockefellers! Of 
course, nobody could reasonably expect to win such a lawsuit. But the 
Ruffini v. Portinari case goes back to the fifteenth century. At that time 
commercial law was still in an earlier stage of development, and there were 
presumably no well-established precedents on the issue at stake. 

According to a statement prepared for the catasto or Florentine property 
tax in 1458, Cosimo de’ Medici was a partner in eleven different enterprises : 
(1) the “bank” or parent company in Florence managed by Francesco 
Ingherami ; (2) a cloth-manufacturing concern or bottega d’arte della lana 
managed by Andrea Giuntini; (3) another cloth-manufacturing concern 
managed by Antonio di Taddeo; (4) a silk-manufacturing concern managed 


* Grunzweig, Correspondance, pp. xxxv ff. 
*® Damiano Ruffini v. Tommaso Portinari, Bruges, July 30, 1455, Louis Gilliodts-van 
Severen, Cartulaire de l’Estaple, 11 (Bruges, 1905), 36 f., No. 958. 
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by Francesco Berlinghieri and Jacopo Tanagli; (5) the branch in Venice 
managed by Alessandro Martelli; (6) the branch in Bruges managed by 
Angelo Tani; (7) the branch in London managed by Simone Nori; (8) the 
branch in Geneva, styled Amerigo Benci and Francesco Sassetti, managed 
by Amerigo Benci; (9) the branch in Avignon, styled Francesco Sassetti 
and Giovanni Zampini, managed by Francesco Baldovini; (10) the branch 
in Milan managed by Pigello Portinari; (11) a partnership between Cosimo 
de’ Medici and Francesco di Nerone, which was in the process of liquidation. 
Concerning the branch in Rome, it is stated that Cosimo had no share in 
the capital, but he probably had some money invested in deposito. Ap- 
parently, the capital of the branch in Rome was supplied by Cosimo’s sons, 
since the partnership was styled “Piero e Giovanni de’ Medici e compagni.” 
In 1458, the managers of the branch in Rome were Roberto Martelli and 
Lionardo Vernacci. Perhaps it should be emphasized that the name of 
Medici did not appear in the style of the branches in Avignon and Geneva, 
although Cosimo owned half or more of the capital.” 

Even though Cosimo de’ Medici was a man full of energy and endowed 
with unusual managerial ability, he could not possibly manage and super- 
vise everything. Of necessity, he had to delegate power and to rely upon 
his subordinates. Because of the distance and the slowness of communica- 
tions, branch managers abroad had to be given a free hand within the frame 
of the partnership agreement and the instructions with which they had been 
provided. But what about the “bank” and the wool and silk shops located 
right in Florence? Even there the head of the firm did not concern himself 
with details. Whether a particular piece of cloth should be dyed yellow, 
red, or perhaps purple was a matter for the responsible manager to decide. 
Cosimo could not be bothered with such trivial administrative problems. 
Those were settled by the managers or even by factors or discepoli (clerks). 

The surviving business records convey the impression that the head of 
the Medici firm confined himself to making important decisions and to 
laying down the rules which the managers of the subsidiary partnerships 
were expected to follow. Cosimo knew how to pick able managers and he 
kept them well in hand.” He insisted that his directions be obeyed to the 
letter. His prestige was such that nobody dared to disregard his orders. 
The Bruges manager, Angelo Tani, once incurred Cosimo’s wrath by deal- 





"1 Sieveking, Handlungsbiicher der Medici, p.9; cf. idem, Aus Genueser Rechnungs- und 


Steuerbiichern, p. 101. 
* Gutkind, Cosimo, p. 172. This book on Cosimo contains a few pointed remarks, but it 


must be used with great caution because of many misstatements of fact and errors in interpre- 
tation. 
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ing with the Italian firm of pawnbrokers of Bruges and by making an 
unfavorable settlement after it had failed. Upon learning about these 
transactions, Cosimo was so incensed that he threatened to terminate the 
partnership and would have done so if his advisers had not interceded for 
Tani, who was, after all, an able and cautious manager.” For some reason 


or other, Cosimo distrusted the brilliant, ambitious, and venturesome Tom- 


maso Portinari, then assistant manager of the Bruges branch. He remained 
a factor until after Cosimo’s death, when he was finally admitted as a 
partner.” Later events showed that Cosimo was right in keeping Portinari 
on a leash. When given authority, he involved the Medici in heavy losses 
by making excessive loans to Charles the Bold, Duke of Burgundy and 
ruler of the Low Countries. Portinari himself died in poverty as a result of 
his mistakes. 

Cosimo’s successors, Piero and Lorenzo, relaxed their grip on the branch 
managers. They were given much more leeway than in the lifetime of 
Cosimo. The results of this change in policy were ultimately disastrous to 
the prosperity of the Medici banking house. 

Historians who have written on the history of Florence or of the Medici 
have in general overlooked the importance of the role which the manager 
of the “bank” or main office in Florence played in the administration of all 
the Medici interests. It appears from the surviving records that his func- 
tions were similar to those of the general manager in a modern corporation. 
During the lifetime of Cosimo, the junior partner and manager of the banco 
or main office in Florence was Francesco Ingherami. Either before or, more 
likely, shortly after Cosimo’s death, he retired and was replaced by Fran- 
cesco Sassetti who became the close business adviser of Piero de’ Medici 
and his son, Lorenzo the Magnificent. Francesco Sassetti had a brilliant 
record, first as a factor in Avignon and then as junior partner and manager 
of that branch. Some time before 1453 he was transferred from Avignon to 
Geneva, but he continued to own a share in the Avignon establishment, 
presumably as an investing partner. In 1458, Sassetti came to Florence and 
never returned to his post in Geneva. Because of his outstanding perform- 
ance as a branch manager, he was probably called upon to assist the aging 
Francesco Ingherami in the discharge of his duties. At any rate Sassetti 
gained the confidence of Piero and increased his influence still more under 





“Armand Grunzweig, “La Correspondance de Ia filiale brugeoise des Medici,” Revue belge 
de philologie et d’histoire, VI (1927), 725-40. 

* Cosimo de’ Medici died on August 1, 1464. Portinari became junior partner and governor 
of the Bruges bank when the partnership agreement was renewed on August 6, 1465.—Grunz- 
weig, Correspondance, p. xvii. 
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the administration of Lorenzo. From Piero onward, nothing was done with- 
out Sassetti’s advice.” 

It was the duty of Francesco Sassetti to examine the reports of the 
branch managers, to prepare their instructions, to audit the balance sheets 
of the different branches, to discuss problems with the branch managers 
when they came to Florence, and to report all matters of major importance 
to the head of the banking house.” Cosimo, as long as he lived, took an 
active part in the management and did not rely exclusively on the judg- 
ment of his advisers. Piero de’ Medici, during his short administration, 
tried to do as much as the poor state of his health permitted. Lorenzo, how- 
ever, leaned heavily on Sassetti because he was more interested in politics, 
diplomacy, art, and literature than in business affairs. As those interests 
absorbed most of Lorenzo’s time, Sassetti ceased to receive any guidance 
through frequent conferences with his master. Probably business decisions 
were not so carefully weighed as they had been in Cosimo’s time. 

It is likely that as Sassetti grew older he became the victim of his vanity 
and self-confidence. Lorenzo’s example was apparently contagious, and 
Sassetti, too, became lax in the discharge of his duties. He probably enjoyed 
the company of witty humanists more than the reading of dull business 
reports and the painstaking analysis of uninspiring balance sheets. As a 
result, the mismanagement of Lionetto de’ Rossi, the “governor” of the 
Lyons branch, was not discovered until it was too late to apply effective 
remedies. If Sassetti had examined the balance sheets with greater care, all 
sorts of irregularities would not have escaped his attention. He could hardly 
have failed to notice that the profits of the Lyons branch were grossly over- 
stated, because no adequate provision had been made for bad debts. With 
regard to the Bruges branch, Sassetti also followed a mistaken policy ; he 
is probably responsible for the recall of Angelo Tani and the appointment 
in his stead of Tommaso Portinari as manager. When these two disagreed 
on matters of policy, Sassetti invariably sided with Portinari and over- 
ruled Tani, who in vain urged caution and tried to apply the brakes.” 
Instead, Sassetti was instrumental in giving Portinari more and more free- 





* For more details, see Florence Edler de Roover, “Francesco Sassetti and the Downfall of 
the Medici Banking House,” Bulletin of the Business Historical Society, XVII (1943), 65-80. 

* That these were Sassetti’s responsibilities is brought out by the letters and the reports 
of the Bruges branch to the main office in Florence—Grunzweig, Correspondance, pp. 101, 
119, 123. Cf. A. Warburg, “Francesco Sassettis letztwillige Verfigung,” Gesammelte Schriften, 
I (Leipzig: B. G. Teubner, 1932), 130. 

* A. Warburg, “Flandrische Kunst und florentinische Frihrenaissance,” Gesammelte 
Schriften, I, 375, gives an excellent example of Sassetti’s partiality. 
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dom with each renewal of the partnership agreement.” Ultimately this 
policy had disastrous results. 

The fall of the Medici bank engulfed also the fortune of Francesco Sas- 
setti.” In Lorenzo’s family records Sassetti is given significantly the title 
“our minister” (nostro ministro), that is to say, “our principal executive.” 
It is probable that the supervision of the subsidiaries in Italy and beyond 
the Alps required considerable attention, so that Francesco Sassetti and his 
predecessor Francesco Ingherami could devote little time to the manage- 
ment of the banco or main office in Florence. They were aided in this task 
in 1458 by two assistant managers whose names were Giovanni Benci and 
Tommaso Lapi. The records disclose very little about their duties, but these 
two men had the power to make out bills of exchange and to obligate the 
firm.” The clerical work which involved little responsibility was entrusted 
to clerks called discepoli. These discepoli could not expect any promotion, 
since executives and branch managers were chosen exclusively from the 
factors who had been trained for business in one of the branches and knew 
something about conditions abroad. Sassetti, for example, started his career 
as a factor in Avignon. Giovanni Benci had probably been in England for 
a number of years before he was called to an important post in the central 
administration.” Promotions were sometimes slow. Tommaso Portinari was 
forty years old before he became a branch manager and had served the firm 
for more than twenty-five years as a factor in Bruges.” In 1478, at the time 
of the Pazzi conspiracy, one of the assistant managers was apparently Fran- 
cesco di Antonio Nori, who was slain in the fray that followed the murder 





* Sieveking, Handlungsbiicher der Medici, pp. 48-53. 

* His last descendants were two brothers. One went to the East Indies in order to retrieve 
the family fortune. He succeeded in accumulating considerable wealth but died in 1588 of 
tropical disease. The other sought escape from poverty in writing the history of his family 
and stressing its antiquity, nobility, and past wealth. It is to him that we owe the story of 
Francesco Sassetti’s rise and fall—Warburg, “Francesco Sassettis letztwillige Verfiigung,” 
Gesammelte Schriften, I, 129. 

® William Roscoe, The Life of Lorenzo de’ Medici (oth ed.; London, 1847), Appendix x, 
p. 425. 

* Sieveking, Handlungsbiicher der Medici, pp. 22 f. 

* This statement is based on the fact that Benci was a partner of the Medici company in 
London.—Einstein, Italian Renaissance, p. 242. Former branch managers usually were re- 
tained as partners; for example, Angelo Tani, who had been the branch manager in Bruges 
from 1455 to 1465, still had a share in the capital of this branch when it was liquidated in 
1481.— Grunzweig, Correspondance, p. xxxiv. 

* He was about twelve years old when he came to Bruges in 1437 as a giovane or office 
boy. At that time the Bruges branch was managed by his cousin Bernardo Portinari, a son 
of Giovanni Portinari, who was in charge of the Medici branch in Venice from 1418 to 1430 
or thereabouts——Grunzweig, Correspondance, p. xiii. The Portinaris were descended from a 
brother of the Beatrice made famous by Dante in his Divine Comedy. 
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of Giuliano di Piero de’ Medici, Lorenzo’s brother, during High Mass in the 
cathedral of Santa Maria del Fiore (April 26, 1478). According to Sassetti’s 
private account book, Francesco Nori had been the manager of the Geneva 
and Lyons branch until 1468, when he was expelled from France for incur- 
ring the displeasure of Louis XI. 


III 


The relations between the main office and the branches outside Florence 
can be studied from the partnership agreements concluded between the 
Medici and their branch managers, from the written instructions with 
which the latter were provided upon leaving Florence, and from the corres- 
pondence exchanged between the main office and the branches. Branch 
managers usually came to Florence every two or three years in order to 
report on business conditions and administrative problems. During these 
visits branch managers were given oral instructions and they conferred 
frequently with the maggiori, or senior partners, and with the general man- 
ager.” Unfortunately no minutes of these meetings were kept. All we know 
is that they took place and that important decisions were often reached 
after informal discussion of managerial problems. 

Partnership agreements are documents of fundamental importance be- 
cause they determine not only the division of capital and profits, but also 
the obligations of the partners toward each other. According to the Medici 
partnership agreements the senior partners retained all the power, but the 
junior partner assumed all the burden of managing the common undertak- 
ing. All his actions were subject to the approval of the senior partners who 
had the right to terminate the partnership at any time, if they were dis- 
pleased. The main purpose of the articles of association was to define the 
duties of the managing partner and to restrict his powers. Let us take as an 
example the partnership agreement of July 25, 1455, concerning the Bruges 
subsidiary of the Medici bank.* 

There were three parties to this contract: (1) Piero and Giovanni de’ 
Medici, the two sons of Cosimo, who was still living, and Pierfrancesco 
de’ Medici, the son of Lorenzo, Cosimo’s deceased brother ; (2) Gierozzo de’ 
Pigli, the former manager; (3) Angelo Tani, the new manager. Although 
Cosimo himself is not mentioned in the contract, we should remember that 





* Portinari to Cosimo de’ Medici, March 28, 1464, and May 14, 1464.—Grunzweig, Cor- 


respondance, pp. 110, 130. 
* The Italian text of this partnership agreement was published with a summary in French 


by Grunzweig (Correspondance, pp. 53-63) and republished without any summary by Gut- 
kind (Cosimo, pp. 308-12). 
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BRUGES BRANCH 
DIVISION OF CAPITAL AND ALLOCATION OF THE PROFITS 
ACCORDING TO THE PARTNERSHIP AGREEMENTS 
FROM 1455 TO 1471 * 
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appearances are sometimes deceiving. As pater familias, he was the real 
power behind his sons and his nephew. Gierozzo de’ Pigli was not merely 
a dormant partner ; he was consulted in certain cases by Cosimo de’ Medici, 
who was de facto, if not de jure, the senior partner. Angelo Tani, the junior 
partner, was to assume the “government” of the company for four years be- 
ginning March 25, 1456, and ending March 24, 1460 (N.S.). The purpose 
of the company or partnership was to trade “in exchange and merchandise 
in the city of Bruges in Flanders.” 

According to article one, the style of the company was to be “Piero di 
Cosimo de’ Medici, Gierozzo de’ Pigli and Co.” The capital was set at 
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£3,000 groat, Flemish money, to be supplied as follows: £1,900 groat or 
more than half by the senior partners, members of the Medici family ; £600 
groat by Gierozzo de’ Pigli; and £500 groat by Angelo Tani (art. 2). Next 
it was stipulated that the profits were to be divided in the proportion of 12s. 
to the pound or 60 per cent to the Medici, 4s. to the pound or 20 per cent to 
Gierozzo de’ Pigli, and 4s. to the pound or 20 per cent to Angelo Tani. The 
latter, who supplied only one sixth of the capital, received one fifth of 
the profits. It was customary to give the manager a larger share of the profits 
both as a reward for his services and as an inducement to make profits. No 
capital or profits could be taken out of the company during the duration of 
the contract with the exception that Tani, the junior partner, was allowed 
to withdraw £20 groat a year for his living expenses. Losses, “may God 
forbid,” were to be shared in the same proportion as the profits (art. 3). 

The contract required that Tani reside in Bruges and confine his activities 
“to lawful trade and to licit and honorable exchange transactions” in ac- 
cordance with instructions given by the Medici and Gierozzo de’ Pigli (art. 
2).” Tani was allowed, however, to visit the fairs of Antwerp and Bergen-op- 
Zoom and to make business trips to London, Calais, or Middelburg, if 
necessary (art. 12).” 

Tani had permission to extend credit and to deliver money by exchange 
to merchants and artificers only. Even then he was to consider their credit 
standing and reputation. Loans to princes were consequently ruled out, a 
point which should be kept in mind in view of later developments. Under no 
conditions was the branch manager allowed to sell foreign exchange on 
credit to lords spiritual or temporal. In other words he could not issue letters 
of credit either on Rome or on any other place, unless they had been paid for 
in advance. Any violation of these rules was subject to a penalty of £25 
groat for each offense (art. 4). The contract further forbade Tani to make 
any commitments for other merchants (for instance, to stand surety) or 
to send goods on consignment to other than Medici companies (art. 5). 
Tani also promised that he would do no business for himself, either directly 
or indirectly, whether in Bruges or elsewhere. Any breach of this promise 





* The phrase “licit and honorable exchange transactions” obviously refers to exchange 
transactions which were permissible according to the church. 

7 The fairs of Antwerp and Bergen-op-Zoom grew steadily in importance during the fif- 
teenth century. These fairs were regularly attended by the manager of the Medici branch in 
Bruges or by members of his staff—Grunzweig, Correspondance, pp. 135 f. Bergen-op- 
Zoom, not to be confused with Bergen in Norway or Bergen (Flemish for Mons) in Hainaut, 
is a Dutch town on the Scheldt estuary some twenty miles north of Antwerp. I wonder where 
Gutkind found support for the statement (Cosimo, p. 191) that the Medici had a branch or 
permanent establishment in Antwerp. I have found nothing concerning the existence of an 
Antwerp branch. 
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entailed a heavy penalty of £50 groat and confiscation of the profits for the 
benefit of the partnership. Should there be losses, then Tani would have to 
bear those himself (art. 6). 

Every year the senior partners were to receive a copy of the balance 
sheet as of March 24, the last day of the year according to the style of the 
Incarnation. However, Tani was bound to supply a copy of the balance sheet 
at any time, if so requested by the senior partners. At the end of the con- 
tract, he could be called to Florence in order to report in person on his 
management and to help expedite the final settlement of accounts (art. 8). 
As we know from the correspondence, these provisions were actually carried 
out. Each year on March 24, the bookkeeper of the Bruges branch closed 
the books and drew up the balance sheet. A copy of the latter was sent at 
the first opportunity to Francesco Ingherami, or later to Francesco Sassetti, 
in Florence.” 

It was further provided that Tani could not buy wool or cloth, either 
English or Flemish, for more than £600 groat in a given year without the 
written permission of the senior partners (art. 13). All shipments by sea had 
to be properly insured for their full value, except that Tani could venture, 
uninsured, up to £60 groat, but not more in one bottom, if goods were 
shipped aboard the Florentine or the Venetian galleys. He was free to insure 
or not to insure those goods which were transported overland, but no risks 
were to be run for more than £300 groat at one time (art. 14). As we know 
from other sources, goods traveling overland were not usually insured, 
although examples of such insurance are found in the fifteenth century. 
As for the galleys, they were considered so safe that many merchants did 
not deem it necessary to take out insurance. They preferred to limit their 
risks by dividing their shipments among several bottoms.” 

The partnership agreements of 1455 contained a few other provisions of 
tainor importance. For example, Tani, the junior partner, was allowed 
neither to gamble nor to entertain a woman in his quarters (art. 7). He was 
not supposed to accept any gifts above the value of one pound groat (art. 16). 
The purpose of this clause was evidently to prevent corruption. If Tani 
violated the local laws and ordinances, he had to bear the consequences of 
such infringements (art. 18). He was not even empowered to hire factors 
or office boys without the written permission of his partners (art. 10). It is 
doubtful whether such permission was ever granted. As a rule factors and 





* For example, the balance as of March 24, 1464, was sent from Bruges to Florence on May 


14, 1464.—Grunzweig, Correspondance, pp. 129, 130 f. 
* Frederic C. Lane, Venetian Ships and Shipbuilders of the Renaissance (Baltimore: The 


Johns Hopkins Press, 1934), p. 26. 
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giovani or office boys were sent out to the branches by the main office in 
Florence, and the branch managers had no voice in the matter. Another 
provision forbade Tani to underwrite insurance or to make wagers (art. 15). 

The expiration of the contract or its premature termination did not free 
Tani from all obligations. He had to stay in Bruges for another six months 
in order to wind up the company’s business. During this time no new com- 
mitments were to be made and everything possible was to be done in order 
to speed up the liquidation of the assets, the collection of the outstanding 
claims, and the payment of the current liabilities. After completion of this 
process the capital was to be refunded to the partners and the profits, if any, 
were to be divided among them (art. 19). In practice, however, things 
worked out somewhat differently. Capital and accumulated profits were not 
refunded in cash, but were written to the credit of the partners, either in 
capital or current account, in the books of the succeeding partnership. 
Usually the latter also took over some of the assets and assumed some of 
the liabilities. The transition from one partnership to another was effected 
without any interruption in the ordinary course of business. The only 
danger was that of mixing up the accounts of the two partnerships. In order 
to avoid confusion, the bookkeeper worked for a time with two sets of 
books, those of the old, and those of the new, partnership. In the ledger 
of the old partnership an account was opened to the ragione nuova or new 
partnership. Similarly, an account was created for the ragione vecchia or old 
partnership in the books of its successor. These two accounts, if correctly 
kept, canceled each other. 

In connection with the liquidation of the partnership, the agreement 
further provided that the living quarters, the office, and the warehouse 
(casa e fondaco) were to remain the property of the Medici (art. 9).° After 
winding up the business, the books and papers were to be sent from Bruges 
to Florence and were to remain there in the custody of the senior partners. 
Tani, the junior partner, would have access to the archives, if need be. The 
senior partners also undertook to settle the few contingent liabilities which 
might still be in dispute after paying off the other debts. Funds were to be 
set aside for this purpose. 





“ The real estate in Bruges apparently belonged privately to the senior partners and the 
partnership paid rent for the use of this property. In 1466, Portinari bought a palatial man- 
sion in Bruges, the Hétel Bladelin, for Piero de’ Medici—Grunzweig, Correspondance, p. xxv. 
The building was large enough to accommodate the offices of the Bruges branch, the manager 
and his family, and probably the members of the staff. The partnership paid a rental of £30 
groat a year. Not more than £20 groat a year were to be spent on upkeep and improvements 
—Sieveking, Handlungsbiicher der Medici, p. 52. 











The Medici Bank: Organization and Management 41 





Any differences arising from the partnership agreement were to be sub- 
mitted to the Court of the Mercanzia in Florence. Tani as manager could 
bring suit against third parties or defend suits brought against the firm 
before any jurisdiction, especially before the Joya or municipal court of 
Bruges and the law courts of London, Venice, and Genoa.” 

The partnership agreement which has been analyzed here varies only in 
unimportant details from a similar contract concluded in 1446 between the 
Medici and Gierozzo de’ Pigli, at that time manager of the London branch.” 
It is, therefore, safe to consider the partnership agreement of 1455 as repre- 
sentative of similar agreements which were entered into by the Medici and 
by other Italian merchant-bankers. 

The agreement of 1455, as we have shown, placed many restrictions upon 
the freedom of the managing partner. Some of these safeguards were re- 
moved in later agreements, probably under the influence of Francesco 
Sassetti. As a result of this change in policy, the managing partner was 
given much more freedom and some of the more stringent provisions were 
considerably relaxed. Sassetti made the fatal mistake of lifting the ban on 
loans to princes or governments. When the partnership agreement con- 
cerning the Bruges branch was renewed in 1471, permission was granted to 
Tommaso Portinari, then local manager, to lend up to £6,000 groat to Charles 
the Bold, Duke of Burgundy and ruler of the Low Countries. This sum was 
twice the firm’s entire capital. The debt, moreover, was allowed to run 
over the limit of £6,000 groat. By 1478, about the time of the Pazzi con- 
spiracy, the government of the Low Countries owed £9,500 groat to the 
Medici.* Although Lorenzo the Magnificent and Sassetti were well aware 
of the dangers involved in such loans, they gave their consent, the agreement 
states, “because of the good qualities of this illustrious prince [Charles the 
Bold] and because of the many favors received from him through his 
friendship for Tommaso Portinari.”“ The latter had become the Duke’s 
councilor and wielded great influence at the Burgundian court in the Low 
Countries. The loans, however, did not turn out to be a good investment. 
Charles the Bold suffered defeat in a war against the Swiss and fell in battle 





“The records of the municipal court in Bruges refer frequently to Angelo Tani and his 
successor Tommaso Portinari as plaintiffs or defendants in suits of law. Loya is not an Italian 
word, but was commonly used in Italian records to designate the municipal court of Bruges, 
which was called in French la loi de Bruges and in Flemish de wet van Brugge. 

“ Einstein, Italian Renaissance, pp. 242-45. 

“ Georges Bigwood, Le Régime juridique et économique du commerce de lV’argent dans la 
Belgique du moyen Gge (Mémoires in-8 de l’Académie Royale de Belgique, Series 2, No. XIV, 
Brussels, 1922), vol. I, 663. Bigwood states that the debt amounted to £57,000 Artois, at 
40 groats to a pound, which is equivalent to £9,500 groat, at 240 groats to a pound. 

“Sieveking, Handlungsbiicher der Medici, pp. 50, 52. 
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at the siege of Nancy in 1477. His death left the government of the Low 
Countries in desperate straits, without army, without allies, without treas- 
ury, without authority, and with the French on the doorstep ready for an 
invasion. In order to save what he had already lent, Tommaso Portinari 
was forced to throw good money after bad and to grant additional credits 
to Charles the Bold’s impecunious son-in-law, Archduke Maximilian of 
Austria. Only part of the loans was eventually repaid, and that very slowly.* 

Portinari also obtained a free hand in another matter. He secured permis- 
sion to operate the two Burgundian galleys built in Pisa, in 1464, for Philip 
the Good, Duke of Burgundy. Piero, in 1469, had ordered the liquidation of 
the Medici interests in this shipping venture.“ But the partnership agree- 
ment of 1471, concluded after Piero’s death, allowed Portinari to keep the 
Burgundian galleys.” After a few successful voyages from Bruges to Pisa 
and even to Constantinople, that ill-starred venture came abruptly to a 
disastrous end: one of the two galleys was captured, in 1473, by a Danzig 
privateer ; the other was wrecked in a storm the following year.“ The cap- 
ture of the one galley gave rise to diplomatic complications and lawsuits 
which lasted for more than twenty-five years. 

The provisions of the partnership agreements were supplemented by 
written instructions which the branch managers received when they left 
Florence to go to their posts. These instructions were more specific than the 
articles of association and called attention to the pitfalls that were to be 
avoided in the conduct of business and the extension of credit. The only 
instructions still extant in the Medici archives in Florence are those given 
to Gierozzo de’ Pigli when he started out from Florence, in 1446, to assume 
the management of the London branch.” His journey was mapped out for 
him by Cosimo de’ Medici, the senior partner. He was to travel by way of 
Milan and Geneva, where the Medici had branches, thence through Bur- 
gundy to Bruges, and from there to London. In Milan he was to gather 
further information about the credit standing of several concerns dealing 


“ The liquidation of the loans dragged on until 1500, when a crown jewel, the fleur-de-lis 
of Burgundy, held in pledge by Portinari, was finally released. The toll of Gravelines near 
Calais assigned to Portinari in 1478 was still in his control in 1495.—Bigwood, Régime, I, 663. 
As the years passed, the toll yielded less and less revenue because of the decline of the wool 
staple at Calais —Grunzweig, Correspondance, pp. xxxvi-xxxix. 

“ Sieveking, Handlungsbiicher der Medici, pp. 50, 62. 

* Ibid., p. 52. 

8 Evidence that the Burgundian galleys went as far as Constantinople is found in the ac- 
count book of a Florentine merchant, Bernardo Cambi, who underwrote insurance on them 
for voyages from Flanders to Pisa and Constantinople. See Florence Edler de Roover, “A 
Prize of War: A Painting of Fifteenth Century Merchants,” Bulletin of the Business Historical 
Society, XIX (1945), 3-11; idem, “Early Examples of Marine Insurance,” The Journal of 
Economic History, V (1945), 191, 194. 

® Einstein, Italian Renaissance, pp. 245-49. 
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with England. The next stopping place was Geneva, where the branch man- 
ager was absent on business. There Gierozzo de’ Pigli was expected to watch 
the behavior of the factors and to report on their doings. If something was 
wrong, he was instructed to straighten the matter out; his orders would be 
obeyed. In Bruges, the manager Bernardo Portinari was also absent, but 
Pigli would meet the two principal factors, Simone Nori and Tommaso Por- 
tinari.” They would be useful in giving additional data about business con- 
ditions in England. Here, too, Pigli was expected to keep his eyes open and 
to report on what he saw. Once in London, he would find Angelo Tani, his 
main assistant (the same person who later became manager of the Bruges 
branch). Tani, in Cosimo’s opinion, was best fitted to keep the books and 
to attend to the correspondence. Another factor, Gherardo Canigiani, ac- 
cording to the instructions, was probably satisfactory as a cashier, while a 
third factor, who had mastered English, was perhaps most useful in going 
about the city on the firm’s affairs. However, Gierozzo de’ Pigli had the 
necessary authority to distribute the work as he thought best. No credit 
was to be given, and no bill of exchange purchased without his knowledge 
or permission. In places where the Medici had branches, Pigli was to deal 
with them in preference to other firms. In particular, he was urged to work 
closely with the Bruges branch. In places where the Medici had no branches, 
Pigli was to select his correspondents among the merchants who had a 
reputation of reliability and good service. If he was asked to be their agent 
in London, he was to reciprocate by giving them satisfaction in every re- 
spect. Consignments of wool and cloth could be sent to the Medici houses 
in Florence, Rome, Milan, and Venice, and to the companies controlled by 
the Medici in Avignon, Geneva, and Pisa. 

The instructions further urged Pigli to be cautious in making new con- 
tacts. At Naples there was probably no one with whom he could safely 
deal; at Rome there were the Pazzi, whose credit was good, and several 
other firms which could be trusted for limited amounts; at Florence there 
were also several concerns, such as the Serristori and the Rucellai, the 
solvency of which was beyond question. Cosimo professed that he knew 
little about Venetian merchants.” He therefore advised Pigli to be cautious 





°° Bernard Portinari, a cousin of Tommaso, was manager of the Bruges branch from 1437 
to 1450 or thereabouts. He was replaced by Gierozzo de’ Pigli who was transferred from Lon- 
don to Bruges. Pigli’s successors were Angelo Tani (1455-65) and Tommaso Portinari (1465- 
80). In the latter year, the Medici withdrew from Bruges. The London branch was managed 
by Gierozzo de’ Pigli (1446-50), by Simone Nori (1450-60), and by Giovanni de’ Bardi 
(1460-66) . Gherardo Canigiani never became manager of the London branch. 

It is hard to believe that Cosimo was really ignorant of business conditions in Venice, 
where his firm maintained a branch office and where he, himself, while in exile, had resided 
about twelve years earlier (1433-34). The explanation of Cosimo’s warning to Pigli against 
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in dealing with them. The instructions mentioned several firms of good 
repute in Genoa, Avignon, Barcelona, and Valencia. Pigli was to have no 
business relations with either Brittany or Gascony, but he could accept 
consignments of wine from those regions as long as it was a matter of no 
importance. He was to have nothing to do with Catalan merchants. Re- 
garding Englishmen who traded with Flanders, Pigli was to use his judg- 
ment in granting them credit or in taking their bills of exchange. In buying 
goods, he was to be careful that he did not pay more than the merchandise 
was worth. 

Cosimo de’ Medici and his son Giovanni hoped that Pigli would enjoy 
the favor of the King and Queen (Henry VI and Margaret of Anjou). If 
necessary, a letter of recommendation from King René, Margaret’s father, 
would be procured.” 

In short, as this outline of Cosimo’s instructions shows, Gierozzo de’ 
Pigli was expected to follow a policy of caution in the extension of credit, in 
the selection of agents, and in the purchase of commodities. Diversification 
was not enough. Cosimo apparently feared the cumulative effect of many 
small mistakes as much as the dangers arising from an inadequate division 
of risks. 

Correspondence was the only means by which the senior partners and 
the main office of the Medici bank kept in contact with the branches, since 
the slowness of transportation prevented frequent consultations with the 
branch managers. Only a small fraction of this voluminous correspondence 
has come down to us and is available in print. This published material is 





dealing with Venetians must be sought in the sphere of politics rather than that of business. 
In 1446, relations between Florence and Venice had ceased to be friendly and had become in- 
creasingly strained because of Cosimo’s support of Francesco Sforza, who was bidding for the 
succession of the Visconti in Milan. Cosimo feared that Venice might conquer Lombardy, an 
event which would have upset the balance of power in Italy. —E. W. Nelson, “The Origins of 
Modern Balance-of-Power Politics,” Medievalia et Humanistica, I (1943), 124-42. The rela- 
tions between the two republics went from bad to worse, and open warfare broke out in 1451 
with Florence and Milan allied against Venice which received the support of the king of 
Naples. As soon as war was declared, the Florentine merchants were expelled from Venetian 
territory and their property was seized. Cosimo, foreseeing the course of events, had with- 
drawn most of his capital from Venice to Milan where he had opened a new branch (ca. 1450). 
Peace was not concluded until 1454. It is understandable that Cosimo did not want his part- 
ners to lend to Venetian merchants, when there was danger that such credits would be frozen 
or impounded in the event of war. This episode is an example of the way in which the business 
policy of the Medici was sometimes affected by political considerations. Cf. Ferdinand Sche- 
vill, History of Florence from the Founding of the City through the Renaissance (New York: 
Harcourt, Brace and Company, 1936), pp. 360-61; F. T. Perrens, The History of Florence 
under the Domination of Cosimo, Piero, Lorenzo de’ Medicis, 1434-1492 (London, 1892), 
pp. 64-123, esp. p. 103 concerning the confiscation of Florentine property. 
™ René of Anjou, Count of Provence, was pretender to the crown of Naples. 
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made up exclusively of letters sent to Florence by the Bruges and London 
branches. There seem to have been two kinds of letters: the lettere di com- 
pania or business letters and the letiere private or confidential private 
letters.” The lettere di compania were addressed to the firm or banco in 
Florence. They dealt chiefly with current business affairs : notices concern- 
ing bills drawn or remitted, information concerning shipments or the safe 
arrival of consignments, advices concerning debits and credits, and similar 
details. The rates of exchange quoted in London or Bruges were usually 
given at the end. Since the /ettere di compania did not deal with confiden- 
tial and important subjects, their contents did not have to be concealed. 
These letters were passed on to the bookkeeper, who needed them to make 
the necessary entries in the books, and to the other members of the staff, 
who handled bills of exchange or took care of shipments, purchases, and 
sales. 

The lettere private were not addressed to the firm, but personally to 
Cosimo or other members of the Medici family. A few lettere private are 
congratulatory messages regarding family events or deal with the purchase _ 
of tapestries for members of the Medici family. Those letters are of little 
importance to history. The same is not true of the other lettere private 
wherein the writers discuss business prospects, political events, important 
problems of management, and the financial condition of the branches. Since 
the Medici were rulers as well as merchant bankers, they were much inter- 
ested in the course of political events which might affect either their busi- 
ness or their foreign policy. Furthermore, it should not be overlooked that 
men like Portinari, who was councilor to the duke of Burgundy, moved in 
court circles and took part in important diplomatic negotiations. They had 
access to inside information and served the Medici not only as business 
managers but also as informants and diplomatic agents. In dealing with 
the Medici, one should remember that business decisions sometimes suffered 
from the dictates of political necessity. This is especially true of the policy 
of the Medici with regard to government loans. 


IV 


Thus far the discussion has been confined to the organization of the banco 
in Florence and to the relations between the main office in Florence and the 
branches. Let us now take a glimpse into the daily life of one of the branches 
or fondachi. Since our information is nearly complete for the Bruges branch, 
it will be chosen as a typical example of the organization of all the other 





*° Grunzweig, Correspondance, pp. xlv-xlix. 
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branches. In 1466, the staff of the Bruges branch included Tommaso Porti- 
nari, the branch manager, five factors, and two giovani or office boys. The 
five factors were Antonio di Bernardo de’ Medici, Cristofano Spini, Carlo 
Cavalcanti, Tommaso Guidetti, and Adoardo Canigiani. The two giovani 
were Folco Portinari, a nephew of the branch manager, and Antonio Torna- 
buoni, a nephew of Piero de’ Medici, who had married Lucrezia Tor- 
nabuoni.” 

Tommaso Portinari had recently been admitted as a partner when the 
partnership agreement was renewed on August 6, 1465. He received no 
salary, but was entitled to one fourth of the profits, although he owned 
only £400 groat out of a total capital of £3,000 groat, that is, two fifteenths of 
the total. In official documents Portinari called himself “governor and part- 
ner of the society of Piero de’ Medici and Co.”” As a partner, he needed no 
power of attorney to obligate the company or to represent it in court. 
Antonio di Bernardo de’ Medici was the assistant manager and became 
acting manager whenever Tommaso Portinari was absent for a period of 
time. Since Antonio was a factor and not a partner, he could not represent 
the firm in court or in deeds without either a general or a special power of 
attorney.” In 1469, Antonio de’ Medici was admitted to the firm as a junior 
partner, while Portinari himself became a senior partner and the equal of 
the Medici. According to the contract of 1469, the share of Antonio in the 
capital was one fifteenth and his share in the profits, one tenth. 

Next in rank to Antonio de’ Medici came Cristofano Spini. He was in 
charge of the purchases of wool and cloth, which required the keeping of 
special records. Carlo Cavalcanti was entrusted with the sale of silk cloth 


* Ibid., p. xxvi. 

In a Latin document dated January 21, 1468 (N.S.), Portinari called himself socius et 
gubernator societatis egregit domini Petri de Medicis ac sociorum. This document was first 
published by Adolf Gottlob, “Zwei ‘Instrumenta cambii’ zu Uebermittelung von Ablassgeld 
(1468) ,” Westdeutsche Zeitschrift fiir Geschichte und Kunst, XXIX (1910), 208, and later 
translated into English by William E. Lunt, Papal Revenues in the Middle Ages (Records of 
Civilization, No. XIX, New York: Columbia University Press, 1934), II, 469-74. Lunt trans- 
lates socius et gubernator as “colleague and governor” instead of “partner and governor” 
(meaning “manager”). “Colleague,” to the best of my knowledge, is not a term used in busi- 
ness. Procuratore would have been better translated as “proxy” or “attorney” than by “proc- 
tor.” The expression £ grossorum monete Flandrie should have been translated as “£ groat of 
Flemish money” and not as “£ of the large money of Flanders,” which is meaningless. The 
standard expression in English for indulgentiarum plenissarum is “plenary indulgences” and 
not “fullest indulgences.” 

* A factor could not represent a firm in public instruments without power of attorney. A 
good example is given in the document quoted in note 55, which is a deed wherein Cristofano 
Spini acknowledged the receipt of a sum of £1,773 105. 3d. groat as attorney for, and in the 
name of, Tommaso Portinari (procuratore et ex nomine) . Spini gave acquittance in virtue of 
a power of attorney drawn up in Bruges on January 16, 1468 (NS.). 
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at the court. This job had been given to him because of his fluency in French 
and his attractive appearance and manners.” French—not Flemish, the 
popular tongue—was the language of the Burgundian court and of fashion- 
able society in Medieval Bruges. It requires little imagination to picture 
Carlo Cavalcanti, dressed like a damoiseau in a handsome doublet, using 
his most persuasive charms to sell his silks to the fair ladies at the court of 
Burgundy. Adoardo Canigiani did not have so pleasant an assignment ; he 
was the bookkeeper. A surviving fragment of the ledger of the Bruges 
branch shows that the books were carefully kept and that the double-entry 
method was in use.” No specific information is available about the functions 
of Tommaso Guidetti, but it is likely that he was the cashier and perhaps 
also handled the bills of exchange. Antonio Tornabuoni, the giovane who 
had just arrived from Italy, was probably set to work on the letter book in 
which all outgoing letters were copied before being dispatched. 

Personnel problems were by no means unknown in the Middle Ages. As 
we have seen, factors were sent from Florence and were not appointed by 
the manager. This system had its inconveniences. A youngster by the name 
of Corbinelli, who had been sent to Bruges by the senior partners, was so 
dull that he was shipped back to Italy after a short trial. Antonio di Bernardo 
de’ Medici, the assistant manager, was another liability. He had a disagree- 
able disposition and was thoroughly disliked by the other members of the 
staff. Even Portinari held him in little esteem. But family ties were strong 
in the Middle Ages and the Renaissance. Although Antonio was only a 
distant relative of the senior partners, he was protected by the fact that he 
belonged to the same family and bore the name Medici. The other factors 
were greatly disappointed when they learned, in 1469, that Antonio had 
been raised above them to the rank of junior partner and presumptive suc- 
cessor to Tommaso Portinari. After a quarrel involving Cristofano Spini, all 
the factors threatened to resign if Antonio de’ Medici remained in Bruges. 
As a result of these difficulties, the partnership agreement of 1469 was ter- 
minated before it had expired. A new agreement was made on May 12, 1471. 





™ Gutkind’s statement (Cosimo, p. 183) that Cavalcanti was “an expert on French con- 
nexions” is confusing. There was no “French” court and nobility in Bruges. “French-speaking” 
instead of “French” would have been less misleading. 

* The assertions by Gutkind (Cosimo, p. 174) that double-entry bookkeeping had not yet 
been introduced and that few facts are known about the accounting system of the Medici 
bank are absolutely wrong. Gutkind is apparently repeating the misstatements of Otto Melt- 
zing, Das Bankhaus der Medici und seine Vorliufer (Jena, 1906), p. 83. The studies of 
Ceccherelli and Sieveking listed by Mr. Gutkind in his bibliography prove the contrary. The 
Medici kept their accounts with great accuracy. Furthermore, balance sheets were compre- 
hensive and included all assets and liabilities. 

 Grunzweig, Correspondance, pp. xxv-xxvii. 
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Antonio de’ Medici was dropped. In his place Tommaso Guidetti became 
junior partner and assistant manager. He had a share of one twentieth in 
the capital and of one tenth in the profits. Portinari, the manager, was en- 
titled to 27.5 per cent of the profits, but his share in the capital was more 
than twice that of Guidetti.” 

In 1470, according to the chronicle of Benedetto Dei, the Bruges branch 
had a staff of eight including Tommaso Portinari and Antonio di Bernardo 
de’ Medici, respectively manager and assistant manager, and six factors: 
Cristofano Spini, Tommaso Guidetti, Lorenzo Tanini, Folco Portinari, 
Antonio Corsi, and Antonio Tornabuoni. The handsome Carlo Cavalcanti 
had left the service of the Medici, but was still in Bruges, probably selling 
silks to his fair customers at the court of Burgundy. The Bruges branch of 
the Pazzi, the principal competitors of the Medici, also had a staff of eight 
members including Francesco Nasi, Francesco Capponi, Berto Tiero, Pier- 
antonio Bandini-Baroncelli, Bartolomeo Nasi, Niccolo Capponi, Dionigi 
Nasi, and Filippo Buciegli.” 


V 


Besides the bank and its branches in Italy and beyond the Alps, the 
Medici controlled and partly owned three industrial establishments in 
Florence : one bottega di seta or silk shop and two botteghe di lana or cloth- 
manufacturing establishments. Except for the papal alum mines in Tolfa, 
the Medici had no direct interest in any manufacturing or mining enter- 
prises outside of Florence.” 

With regard to these three industrial establishments in Florence, the 
Medici followed the same policy as with their other undertakings. Since it 
was impossible to direct and to decide everything, Cosimo de’ Medici and 
his successors entered into partnership with men who had expert knowledge 
of the technical processes of making silk fabrics or woolen cloth and who 
took charge of the management. Emphasis was on production and quality 
rather than on trade. The output was sold either locally to exporters or con- 
signed to the Medici’s own branches abroad. As we have already seen, the 
Burgundian court in Bruges was a buyer of silk stuffs produced by the 





® Sieveking, Handlungsbiicher der Medici, p. 52. 

* Pagnini, Della decima, II, 304-5. 

® IT question very much Gutkind’s statement (Cosimo, p. 183) that “cloth made from Eng- 
lish wool was also produced by the [Medici] firm itself in Flanders.” The Medici made con- 
tracts with tapestry makers concerning special orders, but did not try to make either cloth or 
tapestries in their own establishment in Flanders. I have not found a shred of evidence to 
prove that the Medici branch in Bruges “bought the wool, spun, and wove it.”—ZJbid., p. 202. 
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bottega di seta owned by the Medici.” Large quantities of the finest cloth 
that came out of the two Medici shops were sold by the Milan branch to the 
court of the Sforza and to prominent Milanese citizens. 

The Florentine silk and woolen industries were both organized on the 
basis of the putting-out or “wholesale handicraft” system. The work, in- 
stead of being done in a factory or a central workshop, was carried on very 
largely in the homes of the workers. They used their own tools, but the 
materials were provided by the master manufacturer or industrial entre- 
preneur. Since the manufacturing process, especially in the woolen industry, 
involved many steps, it was quite a problem to keep track of the materials 
which continuously flowed in and out of the manufacturer’s shop. Wages 
were on a piece-rate basis rather than by the hour or by the day because 
the employer could control output but not time. The maintenance of quality 
was another important problem which required constant vigilance on the 
part of the manager. Careless work caused complaints from customers and 
lowered the price at which the finished product could be sold. And the 
Medici sold mainly to people who demanded high quality but were less 
particular about price. 

In 1458, Cosimo de’ Medici controlled two botteghe di lana or cloth- 
making establishments: one was managed by Antonio di Taddeo and the 
other by Andrea Giuntini. The first was known under the style of Piero 
de’ Medici, Cosimo’s elder son, and the second, under the style of Gio- 
vanni de’ Medici, Cosimo’s younger son. These two shops already existed 
in 1432.” The total capital of each of them was FI. 5,000 or less.” According 
to Cosimo’s declaration, in 1458, for the catasto or Florentine property tax, 
the Medici had an investment of Fl. 2,500 in one shop and FI. 2,100 in the 





* Grunzweig, Correspondance, p. xxii. 

* Curzo Mazzi, “La Compagnia mercantile di Piero e Giovanni di Cosimo de’ Medici in 
Milano nel 1459,” Rivista delle biblioteche e degli archivi, XVIII (1907), 17-31. For example, 
the cloth account contains several items relating to pieces of cloth sent to Milan by z nostri 
lanaioli di Firenze, that is, by our cloth manufacturers in Florence. The Milan branch also sold 
English and Flemish cloth received on consignment from the Medici company in Bruges.— 
Ibid., p. 24. The text should read: “E di 14 d’ottobre £316 per tanti ragionamo qui £17 s.15 d.6 
di grossi [not di guadagno] di Bruggia mettendo a grossi [not a guadagno] 54 1/2 per ducato.” 
The money of Bruges was the pound groat called lira di grossi in Italian. 

© Sieveking, Handlungsbiicher der Medici, p. 9. 

“ Giuseppe Canestrini, La Scienza e V’arte di stato; ordinamenti economici: della finanza, 
parte 1, Vimposte sulla ricchezza mobile e immobile (Florence, 1862), p. 157; Richard Ehren- 
berg, Das Zeitalter der Fugger (3d ed.; Jena, 1922), I, 47. 

“ Gutkind (Cosimo, p. 194) states that, in 1432, the capital was FI. 10,000 for each of the 
two shops. This figure is certainly erroneous and is apparently based upon the assumption that 
the tax rate was one half of 1 per cent. We do not know the rate for the levy of 1432, but it 
was certainly higher than one half of 1 per cent. 
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other shop. As no articles of association are available, it is impossible to 
know how the profits were divided. 

The organization of the Florentine woolen industry is well known through 
the studies of Doren and the business records of another branch of the 
Medici family.” The manufacturing process included in all twenty-six dif- 
ferent steps, but they can be grouped together in five major processes: the 
preparatory process, spinning, weaving, dyeing, and finishing.” Most of the 
steps in the preparatory process—sorting, cleansing, combing, and carding 
—were performed in the shop of the Medici under the supervision of indus- 
trial factors or overseers. Most of the other steps were performed either in 
the homes of the workers or in outside establishments, some of them belong- 
ing to the wool guild. The spinning, for example, was done by country 
women to whom industrial factors brought the wool and from whom they 
collected the yarn. 

The giving out of the materials to so many difierent workers complicated 
the problems of control and required the keeping of elaborate records in 
order to prevent the waste of materials and to figure out the remuneration 
of the industrial factors and the wage earners. The job of manager was by 
no means a sinecure. It involved a great deal of responsibility since the 
senior partners could not possibly check on everything. They interfered 
only when something went seriously wrong. As in foreign trade and bank- 
ing, the judicious choice of an efficient and honest manager was the key to 
success or failure. The Medici were probably able to secure the services of 
good managers. Andrea di Taddeo, mentioned in 1458 as manager of one of 
the two botteghe di lana, was still running this establishment in 1470, twelve 
years later.” He must have given the Medici satisfactory service in order to 
retain his position. 

The manufacture of silk cloth involved fewer steps than the production 
of woolen cloth. The silk manufacturers usually bought reeled silk that had 
already received a slight twist. The reeled silk was probably sent by the 
Medici to a water-driven throwing mill where several strands were twisted 
together and retwisted to form strong threads. Boiling, dyeing, warping, and 
weaving followed. All these steps were performed outside the Medici shop, 





® Alfred Doren, Studien aus der Florentiner Wirtschaftsgeschichte: Vol. 1, Die Florentiner 
Wollentuchindustrie (Stuttgart, 1901) ; Florence Edler [de Roover], Glossary of Mediaeval 
Terms of Business, Italian Series, 1200-1600 (Cambridge: The Mediaeval Academy of Amer- 
ica, 1934), especially the appendixes, pp. 335-426; Raymond de Roover, “A Florentine Firm 
of Cloth Manufacturers,” Speculum, XVI (1941), 3-33. 

® Edler, Glossary, pp. 324-29, gives a complete list of these steps. 

 Sieveking, Aus Genueser Rechnungs- und Steuerbiichern, p. 101. 
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either in the homes or in special establishments. Unlike woolen cloth, silk 
fabric did not require any finishing when it came from the loom. It is likely 
that quality was even more important in the silk than in the woolen 
industry.” 

Although some sixteenth-century business records concerning the Flor- 
entine silk industry are extant, they have not yet been studied, so that the 
organization of the silk establishments is less well known than the setup of a 
typical firm in the woolen industry. Running a silk establishment or bottega 
di seta was in any case more than one man could do. The Medici had both a 
manager and an assistant manager to do the job. According to the partner- 
ship agreement of 1437, the capital invested in the silk shop was F1. 5,000 of 
which Fl. 4,200 were provided by Cosimo de’ Medici and FI. 800 by 
Francesco Berlinghieri, the manager. A third partner, Jacopo di Birago, 
presumably the assistant manager, did not put any money into the busi- 
ness, but was nevertheless entitled to a share of the profits. These were to 
be divided as though Cosimo had invested only FI. 3,000 instead of FI. 
4,200; Francesco, Fl. 1,400; and Jacopo, FI. 800; that is, in the follow- 
ing proportions : Cosimo 60 per cent, Francesco 28 per cent, and Jacopo 12 
per cent.” By 1458 a man named Jacopo Tanagli had become assistant man- 
ager. At that time the capital invested by the Medici was only FI. 3,300. 
In 1469, the senior partners were Lorenzo the Magnificent and Pierfrancesco 
de’ Medici, his first cousin; Francesco Berlinghieri was apparently dead 
and had been succeeded as manager by his son, Berlinghieri di Francesco 
Berlinghieri ; Jacopo Tanagli was still a junior partner.” 

As this survey shows, the slowness of communications and the intricacy 
of the manufacturing processes in the textile industry forced the head of 
the firm to delegate considerable powers to the branch managers. He had 
neither the time nor the opportunity to busy himself with inconsequential 
details. Even important matters were decided by the local managers. Gen- 
eral policy alone was determined from above. For purposes of control much 
reliance was placed on frequent reports, written or oral, but the absence 
of a satisfactory system of inspection and of internal check was a serious 
weakness of the Medici business organization. Perhaps too much depended 
upon the careful choosing of responsible managers. Serious mistakes made 
by managers could really be caught in time to prevent irreparable damage. 

The interests of the Medici in international banking and foreign trade by 








™ T am indebted for this information to my wife, Florence Edler de Roover, who has made 
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far outweighed their interests in manufacturing. According to the figures 
for the catasto of 1458, an aggregate of Fl. 28,800 was invested in the capi- 
tal (corpo) of the bank at Florence and in the branches abroad.” This total 
does not include the share of the Medici in the capital of the branch in 
Rome. Furthermore, the total does not include the Medici’s share in accrued 
profits which were usually allowed to accumulate over several years before 
a distribution took place. The Medici, in addition to their share in the capi- 
tal of their banking and trading enterprises, usually invested in them con- 
siderable amounts under the form of interest-bearing deposits. These items, 
too, are not included in the total of Fl. 28,800, so that the aggregate invest- 
ment in trade and in banking by far exceeded this amount. On the other 
hand, only Fl. 7,900 were invested in manufacturing.” Probably this 
amount is too low and should be slightly increased. In any case, there can 
be no doubt that the Medici were chiefly merchant bankers and not indus- 
trial entrepreneurs. 


Oberlin College RAYMOND DE ROOVER 





™ The figure of Fl. 28,800 is made up as follows: 





Miorence. . . <« ». «=. .«. + «» « « Bl $600 
Se een al a 6,000 
SE ee ae ee a 3,500 
iaMiones =) ark i oh! @ a6 eS Se 4,800 
I a Ad, yk ge ee ep Te 3,500 
Se ae ee ee ee 2,400 
BPISRRER Cee ee SY Cog den we es a 3,000 
A kc we eS RO OR oe @ 








* The figure of Fl. 7,900 is made up as follows: 


1. Share of the Medici in the capital of the silk 


establishment . . =. . <« « . . « » Fl3;300 
2. Share in the capital of first woolen-cloth 

establishment ......... . 2,500 
3. Share in the capital of second woolen-cloth 

pitieess Se sO 2,100 

















George Bernara Shaw and Karl Marx 
I 


N spite of a vast critical literature of increasing agreement, Shaw is still 
regarded by many as an irresponsible clown and by many more as a neg- 
ligible thinker on serious subjects. No one can read about him without realiz- 
ing that he is anything but negligible. Mr. T. A. Knowlton has thought his 
economics worthy of lengthy and respectful treatment,’ and many authori- 
ties have attested to his importance in the history of socialism. In her recent 
work Mrs. Helen M. Lynd says that the Fabian Society developed under 
the inspiration of Shaw; he “set its early tone.” 

Shaw learned economics chiefly from George and Jevons, but Marx con- 
verted him to socialism. His thought can be understood only in terms of the 
England in which he came intellectually to life. Basically, Shaw is the prod- 
uct of two great decades—the eighties and the nineties. The nineties were to 
make him a creative evolutionist ; the eighties made him, together with a 
great many other people, a socialist. It was a decade of revolution masked 
by the superficial warfare between Liberal and Conservative. Having al- 
lowed heathens to slaughter Christians in the Balkans and “natives” to 
ambush British soldiers in obscure corners of the Empire, Disraeli was 
growing weak while the acclamations of Berlin were still ringing in his 
ears. The depression finished him. Even he could not escape the fallacy 
that he had caused it. In 1880 there was a general election. Gladstone, who 
had kept one eye on the Greek classics and the other on the political situa- 
tion, rushed forth from his study bellowing for Christian vengeance and a 
full dinner pail—and was swept triumphantly into power. A chief factor in 
his success was the radical working class. The Owenite and Chartist move- 
ments, which were the revolutionary fringe of radicalism, had long since 
failed, but by 1880 the central tradition of that movement had undergone a 
subtle yet profound change. Its philosophical leader, John Stuart Mill, had 
through a studious and thoughtful lifetime moved gradually from atomic 
individualism to constitutional socialism. In the eighties many radicals, 
especially among the workingmen, began to realize that they had followed 
him. By 1884 there were two socialistic societies : the Democratic Federa- 
tion, which was Marxist ; and the Fabian Society, which had not made up 
its mind about itself. Its destiny lay in the fact that it was middle class. It 
began as a fellowship for moral improvement, discovered poverty and social 
enthusiasm with Henry George, recapitulated with embryological rapidity 
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the utopian phase of socialism, contracted brief fevers of parlor Marxism 
and anarchism, and then with the entry of its future leaders, Shaw and 
Webb, gradually settled down to an elaboration of Mill’s later creed, which 
envisaged a cautious and peaceful evolution toward socialism within the 
framework of the democratic state. 

It has been generally recognized that for many years Shaw and Webb 
were the Fabian Society. Shaw’s vivid personality and brilliance as a pub- 
lic speaker gave it early fame and prominence, and his considerable specula- 
tive gifts provided in large degree its theoretical economic basis, as I shall 
attempt to indicate later. Webb’s skill as a political manipulator made it 
powerful in metropolitan politics, his mastery of the factual, sociological 
method made it genuinely scientific and influential with all kinds of thought- 
ful people, and his English caution kept it always within the bounds of Mill’s 
constitutionalism. Perhaps the greatest contribution of the society was that 
it educated such men as Keir Hardie, Ramsay MacDonald, and Arthur 
Henderson, who socialized labor and at the turn of the century created the 

Labour party.’ 

A speech by Henry George had given Shaw what might be called the emo- 
tional basis for socialism. It had revealed to him, as by a spiritual illumina- 
tion, the problem of poverty. Progress and Poverty had then converted him 
to the single tax. A few weeks later a chance remark at a public meeting 
started him reading Capital. The result was that in 1883, when Marx, though 
dying, was still largely unknown and unhated, Shaw became a thorough- 
going Marxist. It is characteristic that he came to know the interminable 
complexity of Capital before the brief simplicity of The Communist Mani- 
festo. For in many respects Capital is peculiarly suited to be a Shavian bible. 
First, it is long, difficult, anti-bourgeois, revolutionary—a book that every- 
body talks about and nobody reads, that only the intelligent and determined 
attempt and only the recklessly nonconformist defend. Secondly, it is in 
Shaw’s mood—full of the passion of the intellect and the gusto of generous 
denunciation. Thirdly, it offers satisfaction, superficially at least, to the two 
contradictory impulses of Shaw’s mind, the critical and the visionary. It 
enables a man to dream and at the same time to feel brutally realistic. Out of 
hard fact and cold logic it constructs, or seems to construct, a ladder to the 
clouds. Marx is a “scientific” socialist. He speaks of despotism and slavery 
as economic necessities during certain periods of history and sneers at the 
“justice éternelle” of Proudhon. To many, his scathing criticism of capital- 
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ism appears to be but a reversed picture of Utopia. The link between the two 
is dialectical materialism. Marx’s peculiar fascination consists in seeming to 
prove that a utopia is scientifically inevitable. 

Actually, of course, Marx does not admit that his classless society is a 
utopia, nor does he say that its coming is scientifically inevitable. His posi- 
tion cannot be understood without reference to the dialectical materialism 
which he developed by inverting Hegel. Hegel tried to show that the content 
of history is logical; Marx, that the content of logic is historical : “From 
objective conditions, social and natural (thesis), there arise human needs 
and purposes which, in recognizing the objective possibilities in the given 
situation (antithesis) set up a course of action (synthesis) designed to ac- 
tualize these possibilities.”* In social theory complete objectivity is impos- 
sible. Every body of thought reflects the interest of a class. We understand 
the past and present not simply by observing them, but by studying them in 
terms of some purpose which we set up in the future. A valid doctrine must 
have an objective and a subjective moment. It must correspond at once to 
outward facts and to inward needs. To be proved valid, it must result in 
successful action. Marxism is “a theory of social revolution.” But Shaw, like 
many others, regarded Marx as “certainly a bit of a Liberal fatalist,”* and 
in that fatalism of violent and automatic class struggle he took refuge when 
in despair with the glacial slowness of democratic constitutionalism. Marx- 
ism answered a deep temperamental need. It permitted him, perhaps never 
quite wholeheartedly, to escape into a dream of beneficent force. 

Shaw’s novel An Unsocial Socialist (1883), begun soon after his con- 
version to Marxism, is the earliest and most complete expression of his new 
faith. It contains nearly the whole of Marx, translated into Shavian epigram 
and lecture. There is an economic history of the nineteenth century, together 
with a moving account of the miseries of the exploited classes and the saga 
of that economic Mephistopheles, the great predatory capitalist.’ There is 
an elaborate dramatization of the Marxist doctrine that to own property in 
a capitalistic state is to be inevitably corrupt and impure.* There are various 
explanations of the labor theory of value.’ There is a denunciation of the 
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classical doctrine of abstinence, a sardonic reference to Malthus’ law of 
population, a graphic prediction of intensified class struggle and impending 
revolution.” In general, ihe novel indicates that Shaw was a fairly orthodox, 
if somewhat frivolous, Marxist. Certainly the hero conducts the class war 
in a very extraordinary fashion. He seems to be trying to awaken a work- 
ingman’s consciousness not among the proletariat but among the aristoc- 
racy. One suspects that he has a middle-class prejudice against throwing 
bombs. The hero does occasionally threaten ultimate catastrophe, but in 
the rather distant future and always with disarming gaiety. Indeed the new 
religion has increased rather than diminished Shaw’s epileptic tendency to 
laughter. 

Henry George had been but a halfway station on the road to socialism, a 
Rosaline before Juliet. With the kisses of the old love scarcely cool upon 
his lips, Shaw had with romantic fervor wooed and won the new—Marxism. 
Then, after a brief honeymoon of waging the class war against an exclusive 
young ladies’ seminary in An Unsocial Socialist, he had to settle down to 
sober matrimony. 

Uncongeniality of temperament manifested itself almost at once. In 
March 1884, shortly after the Marxist paper Justice began to appear, the 
editors felt it their duty to publish a letter headed “Who Is the Thief ?” and 
signed “G. B. S. Larking.” Mr. Larking is clearly a respectable member of 
the lower middle class in a rhetorical state of bewilderment: He feels that 
in the sacred name of justice the editors have said some very harsh things 
about our modern bourgeois civilization, which has made us all what we are, 
including this clever Dr. Marx himself. According to that gentleman’s theory 
of surplus value, the capitalists alone are thieves. But sometimes competi- 
tion drives profits down to almost nothing. Then the workers get far more 
of the “plunder” than the capitalist, and the consumers far more than 
either." The writer is stricken with an appalling thought. The consumers 
are ourselves—our wives, our daughters, the editors of Justice themselves. 
Are we all thieves? Mr. Larking concludes with a pious defense of hearth 
and home and country, declaring with fervor that “Britons never shall be 
slaves.” The letter was of course from Shaw. Clearly it attacks not the ideas 
but the temper of Marxism. The Social Democrats are not wrong. In a sense 
they are worse than wrong. They lack a sense of humor. Essentially, “Who 
Is the Thief?” is a comic artist’s reaction to Marxism. Like An Unsocial 





” Tbid., pp. 103, 130. 
“1 “Who Is the Thief?” Bernard Shaw and Karl Marx: A Symposium, 1884-1889 (New 
York: Random House, 1930), p. 6. 














George Bernard Shaw and Karl Marx 57 





Socialist, it reflects an irrepressible gaiety and high spirits. This is doubt- 
less the mood of a man who is happy in a new certainty ; who, perhaps, as 
Chesterton says, is so sure of the new truth he has discovered that he must 
show his exultant high spirits by stretching and twisting it and standing it 
on its head. 

Two months later Shaw committed what proved to be a profoundly un- 
Marxian act: he joined the Fabian Society. The blackness of the heresy was 
not at once evident. It appeared simply that, in spite of the class struggle, he 
preferred the gay and enlightened enthusiasm of youthful members of his 
own class to the solemn and orthodox fanaticism of workingmen. For the 
Fabians, then wallowing happily in the most fiery ideological chaos, were as 
likely to become Marxists as anything else. To join them was not in itself 
reprehensible, but to attempt to resolve their chaos by providing them at 
once with a heretical constitution was certainly very serious. Shaw’s Fabian 
Tract No. 2 contains fully as much of Mill and George as of Marx. 


II 


In October of the same year, Shaw took part in a controversy which ulti- 
mately involved Hyndman, Wallas, and a number of other prominent social- 
ists, and which illustrates the kind of reception accorded Marx, then almost 
unknown, in England. It was of course inevitable that Marx, with his em- 
phasis on class war, violent revolution, and the purely partisan character of 
the state, should not have gained a great following in a nation traditionally 
devoted to legality and compromise. Nevertheless, the vigorous attack made 
at that time against his economic theory probably led, particularly among 
the Fabians, to an underestimation of other parts of his system. The Marx- 
ists were unfortunate in their champions. Shaw early went over to the 
enemy, and Hyndman, the Marxist leader, tried to conquer by sheer weight 
of the grand manner. In spite of his defection Shaw continued to be both a 
just and generous critic. 

In the October 1884 issue of the socialist journal To-day, Philip H. Wick- 
steed, a Unitarian minister, published a criticism of Marx’s value theory 
from the point of view of Jevonian economics. The attack was clear, cour- 
teous—and damaging. Wicksteed begins by pointing out that Marx accepts 
Ricardo’s subsistence law of wages without accepting Ricardo’s cause—the 
constant pressure of population. Marx feels that the cause is rather to be 
found in his own value theory. He assumes, with Ricardo, that objects will 
exchange for the amount of labor required to reproduce them. Labor itself, 
then, is worth only the work necessary barely to maintain and reproduce it. 
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If a man working ten hours a day creates the value of his subsistence in six 
hours, and the interest and depreciation on capital in two, he works two 
more merely to enrich his employer. Thus paying for everything at its value, 
the capitalist actually receives more than he puts in. 

But is labor the source of value? In order to exchange, says Marx in his 
Hegelian idiom, articles must have elements of likeness and unlikeness, the 
first to create the measure for exchange, the second to create the desire.” 
The element of likeness is labor, not concrete labor—because all such labor 
differs—but abstract. To get at the value of an object one must strip it of 
all the particular use values with which human effort has endowed it and 
regard it as a mere jelly of abstract labor. With regard to manufactured 
goods, Marx’s argument seems especially strong, for there labor does di- 
rectly affect exchange value. An invention which saves labor time undoubt- 
edly cuts price. Yet surely, says Wicksteed, a coat is valuable not because 
it is made, but because it protects its owner. Not abstract labor, but abstract 
utility determines value. The price of manufactured goods can be satisfac- 
torily explained only by two laws formulated by W. S. Jevons. According to 
the law of indifference, the units of a homogeneous commodity exchange 
equally. According to the law of the variation of utility, each successive 
increment of a commodity satisfies a less urgent need and therefore has less 
utility and value. It follows from these two laws that “the last available 
increment of any commodity determines the ratio of exchange of the whole 
of it.” Assume that hats and coats are equally necessary and that eight 
hats can be made in the same time as one coat. Hats will then be made until 
there are so many that one hat is worth only one eighth as much as a coat. 
Then coats will be made also. In short, the force of demand at the margin 
of supply determines exchange value. Moreover, the value of an object 
varies with the amount of labor it contains only when labor force can be 
directed to that or to other objects freely. And to one object labor force can- 
not be freely directed—to the production of labor force itself, unless one 
“lives in a country where slave-breeding is possible.” Therefore, the ex- 
change value of labor does not depend on the amount of work necessary to 
maintain and reproduce it. As an explanation for the subsistence law of 
wages, the theory of surplus value collapses. Marx must fall back on 
Malthus, or nothing. 

Wicksteed certainly refutes the labor theory of value, but he does not 
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prove that Marx cannot get along without Malthus. One of the most strik- 
ing passages in Capital explains that wages go down not because modern 
civilization is too poor but because it is too rich; not because population 
increases more rapidly than the food supply, but because it increases more 
rapidly than employment.” Machinery renders labor increasingly super- 
fluous. Certainly here right lies with Marx rather than with Wicksteed. 
Hyndman might have made a powerful, if not a satisfactory, reply, but he 
preferred simply to declare “the presumptuous insect Wicksteed” beneath 
his notice.” Nevertheless, the proprietors of To-day, whose socialism was 
still something less than an act of faith, felt that Wicksteed must be an- 
swered and urged Shaw to undertake the task. Though he knew nothing of 
Jevons and only as much of Marx as one can glean by reading him, he con- 
sented, on the condition that his opponent be permitted a final rebuttal. 

The opening of the article presents the unique spectacle of an uncertain 
and hesitant G.B.S. It is clear he already suspects that, so far as the value 
theory is concerned, great Marx is dead. He does not mention the oversight 
of abstract utility in Capital. He frankly recognizes the abilities of Wick- 
steed. The latter is a noted scriptural critic. “In search of fresh Bibles to 
criticise,” he has seized on the bible of Socialism.” But he will be destroyed 
later on by some “more competent hand” than Shaw’s. Meanwhile, there 
are weak points in his armor. For example, his use of algebra. Ever since a 
little boy at school proved to him that one equals two, Shaw has suspected 
anyone who begins with “Let x equal a.” Warming to his work, he now tries 
to render the law of variable utility absurd by demonstrating—what Wick- 
steed was perfectly aware of—that the utility of successive mouthfuls of 
beef may vary from infinity to zero. He concludes with an orgy of literary 
virtuosity in which with the most dazzling rapidity and the most shameful 
disregard of his own abstemious principles he cooks whole cows and devours 
them ravenously, juggles Bibles and brandy bottles by the dozen, and at 
length turns the Rev. Mr. Wicksteed himself into a dipsomaniac for pur- 
poses of the most casual illustration.” 

Wicksteed’s reply is brief. He clears up a few ingenious confusions which 
Shaw has introduced into the discussion, and praises him for his literary 
ability. Apparently the blinding fireworks of his opponent had left Mr. Wick- 
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steed quite unruffled. If he felt a twinge of resentment, it was at the joke 
made against mathematics. He observes that, because of his boyhood experi- 
ence, Shaw had concluded that “there was a screw loose somewhere” ; not in 
his own reasoning powers, but “‘in the algebraic art’; and thenceforth re- 
nounced mathematical reasoning in favour of the literary method which 
enables a clever man to follow equally fallacious arguments to equally 
absurd conclusions without seeing that they are absurd.” 

The blow must have struck home, for, quite characteristically, Shaw 
sought Wicksteed’s friendship. He was obviously a man from whom some- 
thing could be learned. Shaw was right, for through Wicksteed he obtained 
admission to a circle which the prosperous stockbroker Beeton had begun 
inviting to his house for economic discussion. Shaw held on to his entry 
“like grim death” until the group expanded some years later to become the 
Royal Economic Society. This club bore a formidable resemblance to a 
- university seminar, yet, though usually willing to learn anywhere except 
in school, Shaw speaks of it with surprising enthusiasm : 


During those years Wicksteed expounded “final utility” to us with a black- 
board except when we got hold of some man from the “Baltic” (the London 
Wheat Exchange), or the like, to explain the markets to us and afterwards have 
his information reduced to Jevonian theory. Among university professors of eco- 
nomics Edgeworth and Foxwell stuck to us pretty constantly, and W. Cunning- 
ham turned up occasionally. Of course, the atmosphere was by no means 
Shavian; but that was exactly what I wanted. The Socialist platform and my 
journalistic pulpits involved a constant and most provocative forcing of people 
to face the practical consequences of theories and beliefs, and to draw mordant 
contrasts between what they professed or what their theories involved and their 
life and conduct. This made dispassionate discussion of abstract theory impos- 
sible. At Beeton’s the conditions were practically university conditions. There 
was a tacit understanding that the calculus of utilities and the theory of ex- 
change must be completely isolated from the fact that we lived, as Morris’ medi- 
eval captain put it, by “robbing the poor.’” 


As the quotation indicates, the discussion was dominated by Jevonian 
thought. Nevertheless, one suspects there must have been frequent con- 
flict between the rival systems of Jevons and Mill, since not only Graham 
Wallas was a member of the group but also Alfred Marshall,” who later, 
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particularly in value theory,” worked out a synthesis of his two great prede- 
cessors. At any rate, Shaw himself was obviously eager to learn Jevons, and 
followed Wicksteed to the very walls of algebra itself. These he apparently 
would not, or could not, scale. 

III 

Meanwhile another and on the whole more dubious path had opened to 
Marxian heresy. During these early years the Fabian Society, though it 
comprised only forty members, managed to create the noise and turbulence 
of a much larger organization. A small group, feeling the need of studious 
quiet, formed in 1885 the Hampstead Historical Society. Its members were 
chiefly Shaw, Webb, Clarke, Olivier, Wallas, Bland, and Mrs. Besant—in 
short the authors of the Fabian Essays ; and, since out of their discussions 
those essays grew, both they and their club require a word of description. 
The Hampstead Historical Society was not only an inner committee of the 
leading Fabians, but a committee of those who were later to become famous. 
Indeed, Mrs. Besant was already famous, having undergone the spectacular 
martyrdom of a chancery suit, in which her atheism had lost her the custody 
of her two children. She was also a magnetic personality and an unparalleled 
speaker. Wallas and Olivier were formidable for their knowledge and de- 
bating skill, Clarke for his ill temper, Bland for his great size, his “fierce 
Norman exterior,” and his voice like an eagle’s scream.” Unlike the other 
Fabians, who affected Bohemian ruggedness, Bland wore the full top-hatted 
regalia of middle-class respectability, and persisted in an infuriating eye- 
glass. His opinions, imperialistic and very nearly conservative, were hardly 
less offensive. 

Like the Fabian Society, the Hampstead Historical Society was domi- 
nated, if not by the mind of Webb, certainly by the temperament of Shaw. 
And probably the only defense against Shaw was to be like him. At any 
rate, everybody was brilliant, alert, candid, contentious, and insulting. The 
atmosphere must have been rather like that in one of Shaw’s plays. He him- 
self was grateful for the Shavian frankness of his friends: 

They knocked a tremendous lot of nonsense, ignorance and vulgarity out of 
me; for we were on quite ruthless terms with one another. There were other 
clever fellows and good friends; but through circumstances of time and place 
and marriage and what not, they could not be in such constant and intimate 
touch with us as we were with one another.” 
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For several years Shaw attended one night in alternate weeks the Beeton 
group and the Hampstead Historical Society. If the first was essentially a 
university seminar with, the second was a seminar without, a professor. 
Doubtless the professor would have been an inconvenience, for although the 
society was eager to get at truth, it also had a practical object in view: it 
wanted to discover a sound economic basis for socialism. Marx was the natu- 
ral point of departure, particularly because at the moment Shaw was in an 
attitude of imminent apostasy which he dissimulated under a jaunty and 
unscrupulous defense of the whole communist doctrine. Marx’s system was 
terrifyingly huge and complex, but, as an engine for the destruction of capi- 
talistic theorists, it was, Shaw himself had discovered, a severe disappoint- 
ment; it was always breaking down.” The fundamental question was that 
of the revolutionary rights of the workers. Do they, or do they not, have a 
right to the whole produce of their labor? Marx replied by drawing an 
obvious moral from Ricardo and fortifying it with the supersubtle meta- 
physics of Hegel. In substance, he argued that if labor alone confers value 
on an object, then the whole wealth of the community belongs to the laborer, 
not only the subsistence wages which he actually receives but the surplus 
value which wrongfully goes to the employer because of his private mono- 
poly of the means of production. 

The Hampstead Fabians fought Ricardo with Ricardo, or at least Ricardo 
plus Marx with Ricardo plus Mill. According to Wallas, Webb and Olivier 
had scored brilliantly in the civil service examination for economics because 
of their acumen in applying Ricardo’s law of rent. With this weapon, and 
Mill’s rent of ability, they now attacked Marx. Instead of taking surplus 
value “in a lump,” they divided it into the three rents of land, tools, and 
brains.” If a man worked with the worst land, tools, and brains, he might 
make no more than he consumed. Therefore, abstract labor does not create 
surplus value. But surely this argument rests on vague and dubious assump- 
tions. One is inclined to ask what would be the worst brains and the worst 
tools—those of the Stone Age? Webb and his friends seem to destroy Marx’s 
value theory by getting rid of modern civilization. A rather drastic surgery. 

Shaw’s own Jevonian approach to the problem is undoubtedly much more 
modern and precise. Yet he did not fail to perceive that the classical law of 
rent, which he first learned from Henry George, could be very useful to 
socialistic economics. In 1887, when the first English translation of Das 
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Kapital appeared, he published in successive weeks articles on Marx in The 
National Reformer. In the first he criticizes the value theory from the classi- 
cal point of view; in the later two, from the Jevonian. 

Economics has called forth relatively little of Shaw’s characteristic po- 
etry of the intellect. These essays do not possess great literary merit, yet 
they are occasionally brilliant, always sensible and sincerely in search of 
the truth. The first treats the prophet and his religion in their broadest as- 
pects. When Das Kapital first appeared, says Shaw, it was hailed by many 
socialists as the scientific basis for a millennium, a revelation in which not 
to have faith was to be damned as “unscientific.” To stir such enthusiasm, 
either the book or its author must be extraordinary. Marx’s personal life was 
certainly not so. There is “nothing picturesque” about many years of re- 
search among Blue Books. “When the last word has been said about the 
book, no more will be needed about the man.”” But the third volume of 
the book is not yet published, and Friedrich Engels himself admits that the 
fragment extant “leaves unexplained a difficulty apparently fatal to the 
whole Marxist theory.” Extreme Marxolaters are therefore in an acutely 
ridiculous position. “ ‘Scientific Socialism’ means cashing a promissory note 
of Mr. Engels, dated ‘London, an Marx’ Geburtstag, 5 Mai, 1885,” when 
Engels had promised to bring out the third volume. The Marxists have never 
understood rent. In the first book of Capital, Marx “treats of labor without 
reference to variations of skill between its parts ; of raw materials without 
reference to variations of fertility ; and of the difference between the product 
of labor and the price [wage] of labor power without reference to its sub- 
division into rent, interest, and profits.” But if his economics are weak, 
Marx is infinitely stronger than his economics. He has discovered the law 
of social development. “An unsleeping sense of the transitory character of 
capitalism, and of the justice of equality, is the characteristic spirit of 
Marx.” Private property is but a phase of social development, like slavery 
or serfdom. To Ricardo and De Quincey, the nineteenth century was as safe 
and solid as the wall of China. To Marx it was “a cloud passing down the 
wind, changing its shape and fading as it goes.” Some economists feel we 
have. had enough private enterprise but “lean towards a collegiate scheme 
which combines the weak points of feudalism and collectivism. Mr. Ruskin 
prescribes moralized feudalism, but gives no details as to the moralizing 
process.” Marx looks toward the future. He would not abandon the machine 
because it has brought new problems. Mill, too, was forward looking, but 





* This and the following quotations are from “Karl Marx and ‘Das Kapital’ [First Notice] 
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his students hardly learned this lesson. Marx’s students never forgot it. For 
though his ideas may not be sound, they have magnificent scope and he 
uttered them with an imperturbable conviction. A quip or two about his 
value theory will not destroy Karl Marx. 

The criticism is vague, but in my opinion just. The economic analysis is 
that of Mill and Ricardo. Shaw correctly perceives that Marx’s great con- 
tribution is to the evolutionary conception of society. Opinions will differ 
regarding Shaw’s estimate of Marx’s greatness. Mr. Barzun does not think 
him great at all. In Capital, according to that critic, his indignation and his 
sarcasm are puny beside the awfulness of his facts.* Certainly more re- 
straint would have been more eloquent. Nevertheless, Shaw is himself a 
proof for his contention that Marx has exerted a powerful influence on gifted 
men. Perhaps through ignorance of biographical facts, Shaw seems to under- 
estimate the power of Marx’s personality. Essentially, he was a kind of un- 
amiable Bentham, who, though he had not himself a talent for the limelight, 
could dominate clever men who did. 

The second article repeats in another form the attack on Marx’s value 
theory made by Wicksteed three years before, except that, whereas Wick- 
steed deals with the value both of labor and commodities, Shaw deals here 
with the latter only. Naturally, his article strongly reflects the influence of 
Jevons, Wicksteed, and the evenings at Beeton’s. He begins with a Jevonian 
definition of economics: it treats of those activities by which men attempt 
to satisfy their wants with the least possible exertion.” Continuing the 
theme of exertion, he demonstrates that commodities are, as Marx says, 
commensurable in terms of abstract labor. But they are also commensurable 
in terms of abstract utility. Then comes a test case. The fragment of a tea- 
cup embodies abstract labor, but it is not useful. Neither does it possess 
. value. To be sure, this does not conclusively link value with utility, because 
fresh air is useful but not valuable. Shaw then explains the laws of indiffer- 
ence and of variable utility, concluding that value represents the final ab- 
stract utility of an article, or “the utility of the final increment that is worth 
producing.”” “Or, going behind the ware to the labour, its value repre- 
sents .... the final utility of the abstract human labour socially necessary 
to produce it.”” Under normal conditions, wares containing equal quantities 
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of labor will be equal in value when the final utilities of the labor expended 
are equal.” Wares are not valuable because they embody labor, but embody 
labor because they are valuable.® 

Within the limits of a brief paper, Shaw is reasonably complete, although 
he might have entered a little more fully into the relation of labor to com- 
modity value. Ancient masterpieces of painting, for example, are valuable 
not because great pains were once taken with them, but because they are 
now both scarce and desirable. It is clear that Shaw’s pen is new to close 
economic discussion. The article is meant to be extremely simple and clear, 
but some slippery transitions and perhaps some economic confusion have 
rendered it in places vague and obscure. 

The third article, though written only a week later, indicates a notable 
advance in clarity and sureness both of thought and expression. For the first 
time Shaw seems thoroughly at home with his subject. He frequentl, cites 
chapter and verse. He seems to know more about Marx and more about 
Jevons. This paper continues the attack on Marx’s value theory, dealing this 
time with its relation to labor rather than to commodities. In Capital a 
sharp contrast is drawn between use value and exchange value in order to 
show how the worker, not having access to the means of production, must 
sell his labor as a ware in the market. To do so, says Shaw, is practically to 
sell its total for its final utility, its use for its exchange value. Marx explains 
the transaction by his theory of surplus value. In a twelve-hour day, the 
worker reproduces his own subsistence in the first six and gains for his 
employer in the remaining six. Marx fully understood the facts, but his 
theory fails to explain them. The employer and the worker do not stand over 
against each other like the buyer and the seller of an ordinary commo- 
dity. The employer has no absolute need of the worker. He can work him- 
self. But the worker, if he means to live, must have access to land and capi- 
tal, of which the employer enjoys a monopoly. Moreover, “unskilled labor- 
power differs from all other commodities in that its production, instead of 
being an effort or a sacrifice, is a pleasurable act to which man is driven by 
an irresistible instinct.” In short, the supply is increased until the final 
increment can be bought for what will keep it precariously alive. Again, fail- 
ing to see the difference between labor and goods, Marx tries to account for 
the peculiarity of labor power by seeing differences where none exist. For 
example, does not a steam engine, just as much as a man, produce surplus 
value ? If not, why are not highly mechanized industries much less profitable 
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than those which employ proportionately more workers? Indeed, to those 
who are not Marxists, is not the expression surplus value itself a contradic- 
tion in terms? 

Nevertheless, Shaw “never took up a book that proved better worth read- 
ing than ‘Capital.’”* Marx’s errors are more easily explained than his 
greatness. 


A born materialist [he] attempted to carve a theory with the tools of a born 
metaphysician ... . In his time, too, the germ of the truth about value lay in the 
old supply and demand theory, which was historically anti-popular, whereas the 
labour theory of Ricardo had a delusive air of being the reverse. Again, the ques- 
tion of the value of labour force was inseparable from the population question; 
and that, too, he disliked as a recognized staple of capitalist apologetics.” 


The polite hostilities between Wicksteed and Shaw in 1884 had expanded 
into a violent and embittered controversy between Catholic and Protestant 
Marxists, in which, by speech, debate, letter, review, and article, Hyndman 
and his colleagues poured vague and lofty contempt upon Jevons’ sunspot 
theory while Shaw, Wallas, and Wicksteed poured deadly Jevonian criti- 
cism into the shattered superstructure of Marx’s value doctrine. Of all this 
Shaw gives an amusing account in “Bluffing the Value Theory,” published 
in the May 1889 number of To-day. The article contains nothing new about 
Marx and is chiefly interesting because it indicates that, while attacking the 
economic basis of Marxism, Shaw was building up that of Fabianism: 


Commodities of the same kind and value are products, not only of labour 
force, but of raw material which varies greatly in accessibility and adaptability, 
as every farmer and mine owner knows. Under Socialism we should obtain these 
for their average cost of production; but individualistic competition can never 
permanently reduce the prices of manufactured goods below the cost of their 
production from the least accessible and most refractory raw materials in use: 
the resultant profit to the proprietors of the more favourable raw material being 
economic rent, the main source of “surplus value.” Without a thorough grip on 
this factor it is impossible to defend Socialism on economic grounds against 
rival systems.” 


In short, rejecting the attempt to found, on a dubious labor theory of 
value, the claim of a single class to the whole product of its industry, Shaw 
establishes on a sound theoretical basis the claim of the whole community 
to economic rent. This position is elaborated in his contribution to the 





* Tbid., p. 168. 
* Tbid., p. 169. 
* “Bluffing the Value Theory by G. Bernard Shaw,” Shaw and Marx, pp. 195-96. 











dal CS _” 








George Bernard Shaw and Karl Marx 67 





Fabian Essays, published in the same year with “Bluffing the Value 
Theory.” The destruction of Marx had led to a constructive combination of 
George and Mill, whose economic doctrine Shaw had stated in the broader, 
more modern terms of Jevons. 

One word more about surplus value. Shaw’s criticism seems to me just 
and generous. As an explanation of value Marx’s theory is entirely inade- 
quate. Like nearly everything else in his system, it is made to be an expres- 
sion of the class struggle and a means of intensifying the class consciousness 
of the proletariat. One suspects the influence of Past and Present. Beginning 
like Carlyle with the hypocrisy of “cash payment is the sole nexus between 
human beings,” Marx tries to discover even in the laws which govern the 
sale and purchase of commodities the underlying tyranny of the middle 
class: political freedom hides social bondage. As Shaw himself remarks in 
his third review of Capital, the laws of value and distribution do certainly 
reflect the antagonism between labor and capital, but not nearly so starkly 
as Marx represents. In fact, he has formulated not so much a theory of value 
as a theory of exploitation. The very crudeness of the theory, as Shaw points 
out in “The Illusions of Socialism,” explains its power over the uneducated 
mind.” He overlooks not only the rents of land and capital, but the rent of 
ability too. Crude physical labor is the one great reality in his economic 
world. Through the palpable phenomena of that world abstract labor flows 
like a metaphysical fluid and shines above them like a Platonic idea. 


IV 


Perhaps because he had exhausted all his careful justice in the heat of 
controversy, or because he wanted to give an unusual judgment the spice 
of exaggeration, Shaw’s more mature pronouncements on Marx tend to over- 
rate him as an artist and underrate him as a thinker. “Marx’s Capital,” he 
wrote in rgor, “is not a treatise on Socialism; it is a jeremiad against the 
bourgeoisie, supported by such a mass of evidence and such a relentless 
genius for denunciation as had never been brought to bear before.” The 
same tendency is evident in a lengthier comment made in 1921: 

The moment Marx shewed that the relation of the bourgeoisie to society was 
grossly immoral and disastrous, and that the whited wall of starched shirt fronts 
concealed and defended the most infamous of all tyrannies and the basest of 
all robberies, he became an inspired prophet in the mind of every generous soul 
whom his book reached.” 





* Edward Carpenter, ed., Forecasts of the Coming Century by a Decade of Writers (Lon- 
don: Walter Scott, 1897). 

* “Who I Am, and What I Think,” Part I, The Candid Friend, May 11, 1901. 

“ “Preface: The Infidel Half Century,” Back to Methuselah: A Metabiological Pentateuch 
(New York: Brentano’s, 1921), p. Ixviii. 








68 William Irvine 





For Shaw the religion of Marx, in the strict sense of drastic class war and 
violent revolution, was a brief fanaticism which, having blazed fiercely for 
a few weeks, died down and then smoldered malevolently for a lifetime. His 
sense of humor, his sense of legality, his aversion to violence, his middle- 
class intellectualism were against it. His hatred of philistinism, his Puri- 
tan predilection for the honesty of root-and-branch reform, his growing 
distrust of democracy and gradualism were for it. The result was a periodic 
and un-Fabian tendency to revolution. In fact, the story of his nostalgic 
flirtations with Marxism is but the tale of his Fabian defections told 
positively. 

Again, Marx made a fundamental contribution to Shaw’s dramaturgy. 
Both Mrs. Warren’s Profession (1894) and Major Barbara (1905) are 
founded on the Marxist conception that no virtue is possible in a capitalis- 
tic society, where the problem of poverty remains unsolved. Poverty has 
driven Mrs. Warren to prostitution as, in greater or less degree, economic 
pressure drives every man and woman to sell his morality and his convic- 
tions. We are all engaged in Mrs. Warren’s profession. The play offers no 
reconciliation of the emotions. The only catharsis is to go out and start a 
revolution—or some very drastic Fabian reforms. 

Major Barbara is even more strongly Marxist. Andrew Undershaft is a 
munitions manufacturer. His profession, like Mrs. Warren’s, is an accusa- 
tion against all society. If his explosives slay thousands, industry in general, 
including yours and mine, starves, maims, and destroys millions. If his 
business foments war, so does all capitalistic enterprise. Moreover, he is an 
almost classic example of the Marxian capitalist. His economic power seems 
to reach through the cultured and religious life of the community. He de- 
clares that, together with other great industrialists who are his associates, 
he controls the government and may therefore make war and peace.” 

Yet Undershaft is not only an accuser but a teacher. Shaw is against war 
only in so far as it is unconstructive. Where monstrous poverty and injustice 
exist, law and government are a mockery. Violence must be the ultimate 
reality : 

Here am I, for instance, by class a respectable man, by common sense a hater 
of waste and disorder, by intellectual constitution legally minded to the verge 
of pedantry, and by temperament apprehensive and economically disposed to 
the limit of old-maidishness; yet I am, and have always been, and shall now 
always be, a revolutionary writer, because our laws make law impossible; our 
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liberties destroy all freedom; our property is organized robbery; our morality 
is an impudent hypocrisy; our wisdom is administered by inexperienced or mal- 
experienced dupes, our power wielded by cowards and weaklings, and our honor 
false in all its points. I am an enemy of the existing order for good reason; but 
that does not make my attacks any less encouraging or helpful to people who 
are its enemies for bad reasons. The existing order may shriek that if I tell the 
truth about it, some foolish person may drive it to become still worse by trying 
to assassinate it. I cannot help that, even if I could see what worse it could do 
than it is already doing.” 


Here is the secret of the conflict between Fabianism and Marxism in Shaw. 
Never, before or since, has he explained so precisely why he was usually a 
Fabian but often a communist. In the preface he denies with orthodox Marx- 
ism that either his own ideas or anybody else’s really affect history, and in 
the play itself he exalts force as the only agency of drastic change.“ Under- 
shaft’s profession is glorious because he can blow up the past and throw the 
future into flux. To be sure, he is in considerable danger of being blown up 
himself. And the ultimate destruction of the capitalist is also good Marxism. 

The period from 1890 to 1928 is prevailingly one of confident Fabianism. 
Shaw particularly attacks the class-war doctrine, as for example in three 
articles that appeared in The Clarion of 1904, in which he maintains that the 
real antagonists of capitalism are middle-class reformers like Ruskin, Marx, 
and Morris. In short—and this is significant for the history both of Fabian 
socialism and of Shavian drama—Shaw tends to replace a conflict of eco- 
nomic interests by a conflict of ideas and personalities based on the romantic 
opposition between original genius, which is revolutionary and creative, and 
society, which is sterile and conventional. This opposition, which appears in 
such plays as Saint Joan and The Apple Cart, reflects his growing distrust of 
democracy and his growing faith in a strong man, who later took historical 
form in Joseph Stalin.“ 

The success of the Russian Revolution tended to make Shaw impatient of 
gradualism.® Henceforth, he kept one eye fixed on the Fabian future and the 
other on the Russian present. His attitude toward Russia herself underwent 
a complete reversal. In 1914 he regarded her as the very symbol of a be- 
nighted nation, dominated by a cruel and Machiavellian despotism at the 
top and weighed down by oriental ignorance and barbarism at the bottom.“ 
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In 1918 he was wary and noncommittal, but he became steadily more favor- 
able until by 1930 he defended the Russians—with some humorous exaggera- 
tion, to be sure—as a miracle of spontaneous idealism led by middle-class 
intellectuals who emerged from the café, the study, and the classroom to 
astound capitalistic politicians with prodigies of practical statesmanship. 
The First World War, despite the millions who died, was a benefit to man- 
kind because it brought about the Russian Revolution. 

In 1924 an English socialist government acceded to power, and in 1928 
Shaw produced The Intelligent Woman’s Guide to Socialism and Capitalism, 
which Lewis Mumford has called the last great Fabian tract. But in 1929 
the depression struck and MacDonald formed with the Conservatives a 
coalition which split the Labour party. The 1931 preface to the Fabian 
Essays is as gloomy and ominous as the 1908 preface is gay and optimistic. 
One staggering blow after another had been dealt constitutionalism. Four 
years of socialist government had not, essentially, brought socialism one 
inch nearer. Moreover, force was performing elsewhere all sorts of utili- 
tarian miracles. After half a century of failure with speeches and votes, the 
Irish gained their freedom in a few months with the bayonet and the knife. 
Russia had got communism by the same kind of persuasion ; and Mussolini 
had cleared away the “putrifying corpse” of liberty in Italy and electrified a 
moribund nation. 

Through the lurid red light of the present Shaw looks back on the past: 


A reference to the earlier prefaces of this book (they must on no account be 
skipped by the reader) will recall the fact that the distinctive mark of the 
Fabian Society among the rival bodies of Socialists with which it came in con- 
flict in its early days, was its resolute constitutionalism. When the greatest 
Socialist of that day, the poet and craftsman William Morris, told the workers 
that there was no hope for them save in revolution, we said that if that were 
true there was no hope at all for them, and urged them to save themselves 
through parliament, the municipalities, and the franchise. Without, perhaps, 
quite converting Morris, we convinced him that things would probably go our 
way. It is not so certain today as it seemed in the eighties that Morris was not 
right.” 


In the same year 1931 he went to Russia to see the millennium for himself. 
Amid vociferous proletarian applause, he made a triumphal progress of fac- 
tories, schools, and courts, and concluded with a long interview with Stalin. 
Afterwards, with characteristically Shavian cruelty, he made one of his rare 
visits to the United States, then in the darkest deeps of depression, to tell, 
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in radio speeches and newspaper interviews, the wonders he had seen. 
Sadistically, communist liberty is contrasted with capitalistic slavery, 
Russian prosperity with American stagnation and bankruptcy, totalitarian 
order and efficiency with individualistic corruption and gangsterism.* With 
the utmost gaiety Shaw rejoices that the Russians, although they imper- 
sonally put to death people who insist on making money, have abolished 
capital punishment, which Americans barbarously visit on murderers and 
kidnapers. There is a bitter animosity in these articles. America had long 
been in his mind the symbol of middle-class philistinism at its most col- 
ossally complacent. He is willing to strike below the belt to shake it. Thanks 
to the United States, he said, the First World War 


instead of doing what imperialists meant it to do, abolished three empires, 
changed Europe from a royal continent to a republican one, and transformed 
the only European power that was bigger than the United States into a federa- 
tion of Communist republics. 

That was not quite what you expected, was it? Your boys were not sent to 
the slaughter cheering for Karl Marx and echoing his slogan “‘Proletarians of all 
lands, unite!’ 


In that wonderful product of octogenarian insight and receptivity, Every- 
body’s Political What’s What (1944), Shaw’s attitude toward the class 
struggle is still doubtful. He remains wholeheartedly in favor of Russian 
communism, which he seems to regard as authentically Marxist. On the 
other hand, he maintains more vigorously and consistently than ever that 
men are ruled not by their economic interests, but by romantic illusions and 
imaginative symbols. The masses are not intelligent enough to recognize 
and secure their own interest. As Disraeli understood, they are naturally 
. conservative and conventional. Need may drive them to revolt, but violence 
in itself will not lower the price of bread a single penny. Social justice can be 
achieved only by just leadership. Shaw apparently believes that such leader- 
ship was produced in Russia by revolutionary violence. In a parliamentary 
state it is more likely to be produced by constitutional means. Ultimately, 
he places his hope not on the Marxist conflict of economic interest but on 
the revolutionary idealism of middle-class genius. 

Though never a Marxist in the strict sense, Shaw is too skillful a propa- 
gandist not to exploit the power that Marxist phrases have gained over the 
popular mind. In the Fabian Essays he makes the subsistence law of wages 
sound like the law of increasing misery and in “Socialism : Its Principles and 
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Outlook” he uses both Marxist phrases and ideas to frighten his readers 
with the disastrous consequences of class war and capitalistic imperialism.” 
Both Webb and Shaw occasionally threaten Marxist revolution as a bellig- 
erent nation might threaten poison gas. It is a horror that will inevitably 
roll down upon us if we do not accept Fabianism in time. 

It is natural that, having made for several years a thorough study of 
Capital, Shaw should frequently take ideas and suggestions from it. The 
inadequacy of modern property laws to modern production, the revolu- 
tionary threat of commercial crises, the dangers to world peace of capitalis- 
tic imperialism, the ruthlessly partisan character of the bourgeois state, the 
enslavement of doctors and lawyers by their class interests to the selfish 
purposes of that state, the impossibility of being completely honest and 
blameless in a corrupt society—are all to be found from time to time in 
Shaw. Fabian tactics also show the effects of communist teaching in their 
emphasis on intrigue and on “sensible,” nonviolent class war.” But the per- 
manent lessons which Shaw learned from Marx are: first, that social phe- 
nomena are evolutionary ; second, that facts and statistics make for both 
sound thinking and effective propaganda; and, third, that abstract eco- 
nomic thinking is necessary to the solution of practical probiems. By defend- 
ing Marx’s errors, he got a firm grip on Jevons’ truths. Above all, he learned 
that he must study economics from an evolutionary point of view—in the 
light of a future socialistic society. : 
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THE HISTORY OF PRICES IN THE NETHERLANDS 


Nederlandsche Prijsgeschiedenis, Deel I: Goederenprijzen of de Beurs van Am- 
sterdam, 1585-1914; Wisselkoersen te Amsterdam, 1609-1914. By N. W. 
Posthumus. Leiden: E. J. Brill, 1943. Pp. cxxii, 660. 112.5 florins. 


In 1943, in Nazi-occupied Leiden, appeared the first volume of the history of 
prices in the Netherlands by N. W. Posthumus of the University of Amsterdam, 
which scholars throughout Europe had eagerly awaited since he undertook the 
task some twelve years previously. The substantial binding, fine paper, excellent 
typography, and artistic arrangement contrast sharply with the shoddy mate- 
rials and clumsy workmanship in many scholarly books, presumably of perman- 
ent value, published in the United Nations during the war. In the preface, 
Posthumus makes it clear (pp. viii-x) that the study was executed under the 
auspices of the International Scientific Committee on Price History and financed 
by a grant from the Rockefeller Foundation. Sir William Beveridge was chair- 
man of the committee, and it had a strong contingent of eminent non-Aryan 
scholars known to be refugees in enemy territory. Yet the slate is listed. Surely 
no Nazi official in the Netherlands was ignorant enough not to know of Post- 
humus’ lifelong and uncompromising liberalism. Nevertheless, I have reason to 
believe he wrote the manuscript, largely if not entirely, after the fall of Holland. 
In view of the handicaps Posthumus faced, the book is an extraordinary per- 
formance, as indeed it would have been under any circumstances. 

The price series have the great advantage of resting exclusively upon transac- 
tions on the Amsterdam Commodity Exchange. Posthumus explains that com- 
plete or partial monopolies controlled the supply of numerous articles from time 
to time, particularly in the last half of the eighteenth century (pp. Ixxvi—Ixxix), 
but it would be difficult to find for any other city in the world in this period price 
series that reflect more fully the free play of economic forces. Until 1811 the 
data were taken exclusively from the prices current, printed weekly by a com- 
mittee of brokers under the direction of the city government (stadsbestuur) 
from January 1613 to February 1796 and twice a week thereafter (pp. xxiii- 
xxv). After 1811 newspapers supplied the quotations. Posthumus secured copies 
of the prices current not only in Holland but, through photocopies, from ar- 
chives in Antwerp, Batavia, Brussels, Copenhagen, Danzig, Florence, Seville, 
Stockholm, and Vienna (pp. xxvii—xxviii). In the last two thirds of the eight- 
eenth century, photocopies from the Landsarchief at Batavia furnished data 
for fifty-five years, and in most cases they were the only source available. Not 
only the volume and types of transactions but the wide dispersion of the Dutch 
prices current attest the international importance of the Amsterdam Commod- 
ity Exchange. 
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Although Posthumus gives 1585 and 1914 as his terminal dates, there are 
prices for only a handful of articles sprinkled over five years (1584-1585, 1590, 
1609, and 1619) prior to 1624. The data are too fragmentary and discontinuous 
even to depict the trend of prices before the second quarter of the seventeenth 
century. The quotations for 1624-1814 were rich enough to permit the compu- 
tation of quinquennial index numbers based on forty-four commodities, but 
until 1731 long and numerous gaps mar the indices. For 1815-1864 the quin- 
quennial index numbers comprised from twenty-one to thirty-three articles. In 
1864-1914 the data again became too scant for the computation of index num- 
bers (pp. Ixxxvi-Ixxxvii). In addition to the commodities quoted with sufficient 
regularity and continuity to be included in the indices, there are shorter series 
for 179 articles, making the highly creditable total of 223 in the price tables at 
one time or another. Of these, 73 are manufactured goods, 46 partly manu- 
factured articles, 4 raw materials, and roo agricultural products. The commodi- 
ties include not only the leading domestic staples but spices from the Far East, 
dyestuffs from the New World, fruit from the Mediterranean countries, raw 
materials from the Baltic states, metals from Great Britain, animal products 
from Ireland, wine from France, and grain from Prussia and Poland (pp. xliv- 
liii). 

The articles in the price tables reflect the international character of Dutch 
economic life in its period of greatest splendor. But with building materials, 
meat of every description, poultry products, dairy products, and fuel entirely 
lacking, the composition of the index numbers is much less satisfactory. Grains, 
textiles, textile fibers, metals, fruits, and spices are well represented. But if only 
two types of fish—herring and stockfish—adequately portray the stake of Hol- 
land in the fisheries, British mercantilists in the hundred years after Thomas 
Mun grossly exaggerated the Dutch peril. 

Perhaps Posthumus’ inability to move about freely while Holland was oc- 
cupied by enemy forces, in whose grace his principles would not allow him to 
stand, explains his unsatisfactory listing of archival and other sources. It is 
certainly not enough to tell us, for example, that a price current for 1619 was 
found in the “Staatsarchief” (Archivo General de Indias, I presume) at Seville 
or for 1624 in the Staatsarchief (Archivio di Stato) at Florence. It would be 
equally helpful to say that a document for 1787, for instance, can be found in 
the Archives Nationales at Paris or the Archivio Segreto del Vaticano, without 
specifying the series or call number. In no case does Posthumus list a reference 
to a source of prices with sufficient clarity to lead an experienced historian to it 
or even to help him much in the search. His references to printed material are 
also incomplete. How many economic historians could locate Wesley C. Mit- 
chell, Index Numbers of Wholesale Prices in the United States and Foreign 
Countries (p. xcvii, n. 1), for example, unless they happen to know that this 
is Bulletin 284 of the United States Bureau of Labor Statistics? 
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Recognizing the interdependence of commodity prices and foreign-exchange 
rates and appreciating the leading role of Amsterdam in international finance, 
Posthumus published exchange rates on the principal European financial cen- 
ters (pp. 590-638). The quotations begin with 1609, the year the Bank of 
Amsterdam was founded and the payment of foreign bills of exchange in bank 
money was required, and extend through 1914. The sources are practically the 
same as those used for prices. When available, monthly rates are given; but 
1771 is the first year for which data were obtainable for every month, and no 
quotations were available for any month in 52 of the 123 years from 1609 to 
1731. The rates on Madrid and Cadiz could not have been quoted in terms of 
the same Spanish monetary unit in 1688-1736 (pp. 594-597). Apparently Post- 
humus failed to notice the steady discrepancy of approximately 25 per cent in 
these years, a discrepancy probably due to the persistence of “old silver’ at 
Cadiz when the Spanish real was devalued by one fourth in October 1686. De- 
spite the fact that exchange on Cadiz was almost three times the Lisbon rate, 
from July 1706 through September 1709, the two were confused (pp. 595-596). 
Nevertheless, I know of no other series of foreign-exchange quotations for the 
seventeenth and eighteenth centuries that rival in continuity, completeness, and 
dependability the data Posthumus has gathered for Amsterdam. It was during 
the seventeenth and a large part of the eighteenth century that Amsterdam was 
the financial capital of the world. 

Since the prices of a few articles run in terms of bank money, Appendix I 
(pp. 651-656) gives the premiuins and discounts on bank money in terms of 
current coins in 1648-1819 (pp. lix—Ixii). Posthumus also lists bimetallic ratios 
in 1521-1914 (p.cxx), ratios between the values of fine gold and silver in 1719- 
1914 (p.cxxii), and the weight of pure gold and silver represented by the guilder 
(pp. cxili, cxix). To facilitate international comparison of price movements, 
Posthumus presents quinquennial prices and price relatives in terms of fine 
silver (pp. 544-565); and the table showing the fine gold equivalents of the 
guilder (p. cxix) will enable one to compute prices, price relatives, or index 
numbers in terms of fine gold. Maritime insurance premiums are listed for May 
16, 1650; July 14, 1703; and July 13, 1750 (pp. lxvi-Ixvii). A separate table 
(pp. 573-576) gives prices for Prussian rye on the Amsterdam Corn Exchange 
(Korenbeurs). The quotations were consistently higher than those on the Com- 
modity Exchange, apparently because the middleman who purchased the rye 
stood nearer the consumer (pp. 569-570). 

Perhaps no other scholar in Europe is as well equipped as Posthumus to throw 
new light upon the business cycle through historical study. Largely because of 
his interest in this direction, Posthumus published monthly commodity prices. 
Consisting chiefly of industrial raw materials and other extremely sensitive 
commodities, the articles in the index numbers lend themselves admirably to 
the historical study of cyclical fluctuations. The almost unbroken monthly 
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prices from 1764 to the resumption of the Napoleonic wars, in 1803, following 
the Peace of Amiens, supply material unexcelled in any other country during 
this period for the history of the business cycle. But until 1764 the length, the 
number, and the unfortunate timing of gaps in the series limit their value for 
this purpose. In no year before 1755 are prices available for every month, and 
in very few years before this date are there quotations for more than three or 
four months. In the 107 years from 1624, when fairly continuous price statistics 
begin, to 1731, data are entirely lacking for at least 52 years. The hiatus from 
June 1636 to March 1637 rules out effective statistical study of the Tulip 
Mania, which reached its height and collapsed in this interval. During the 
speculative boom in 1690-1694 (p. cvi) there are prices for only three months: 
January 1691, June 1692, and July 1694; and there are no data for the next six 
years. According to Posthumus, the quinquennium 1710-1714 “was character- 
ized by extreme speculation” (p. cvi); but inasmuch as his only data are for 
January, March, and June 1710, he could not have learned this from the be- 
havior of prices. Since there are quotations for only five scattered months in 
1718 and for July 1719 and there are no data whatever for 1720-1721, the price 
series can tell us nothing about the Dutch repercussions of John Law’s System 
and the South Sea Bubble. The lacuna in 1820-1827 falls at a critical period in 
the economic readjustment following the Napoleonic wars. Owing to the stra- 
tegic importance of price-wage ratios in cyclical fluctuations, the greatest weak- 
ness in this study from the standpoint of the business cycle, the chief interest of 
the author, is the omission of wage rates. 

Several of the complete and partial gaps in the price statistics are long enough 
even to obstruct the determination of price trends. A change in the silver con- 
tent of the guilder became effective in 1660 (pp. cxii-cxiii). Obviously it would 
be desirable to know whether a fall in prices preceded and possibly precipitated 
the change and whether a rise in prices followed it. But there are no data for 
five years before the devaluation or three years after it. Posthumus says, and a 
chart demonstrates, that commodity prices reached their nadir for the entire 
period under review in 1680-1684; and another devaluation of the silver coin- 
age, the actual monetary standard, took effect in 1682 (pp. civ—cvi, cxi). Yet 
the only prices in the index numbers for 1680-1684 are for April 1682 and 
November 1683. The index numbers show a sharp rise in prices in 1690-1694 
and in 1710-1714 (p. cv); but, as we have seen, there are data for only three 
badly distributed months in each of these five-year periods. From August 1719 
to April 1731 there are prices for only two months: November 1722 and April 
1728. But upon these flimsy bases index numbers for the two five-year periods 
1720-1724 and 1725-1729 were constructed. These data are obviously not only 
too scant for the computation of index numbers but too slight to support a ra- 
tional guess regarding the movement of prices. 

Following to the letter the recommendation of the International Scientific 
Committee on Price History, Posthumus used 1721-1745 as a base for his index 
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numbers regardless of the fact that quotations are lacking for nine of the twenty- 
five years. If the war had not shut him off from other members of the committee, 
the chances are that he would have selected a better base; for, to my knowledge, 
no other indices actually constructed under the auspices of the committee are 
based on 1721-1745. Unweighted arithmetic, weighted arithmetic, and weighted 
aggregative index numbers have been computed for five-year periods from the 
annual averages of monthly prices. Posthumus decided—wisely, I think—to use 
calendar rather than harvest years (pp. xliii-xliv). Unfortunately, he failed to 
make adjustments for seasonal variations when the data were incomplete. I 
should be surprised if this has not led to appreciable errors (as much as ro per 
cent in some cases) in the annual prices of several commodities in many years 
before 1750. Index numbers of agricultural and nonagricultural products have 
been constructed (p. cv), but indices have not been made for any other groups 
of commodities. The price relatives of twenty articles and the agricultural and 
nonagricultural indices are presented graphically (see charts in pocket on back 
cover of book). Despite his recognition that smuggling was rife and that other 
factors vitiated the foreign-trade statistics (pp. xcili-xciv), Posthumus derived 
his weights for the index numbers in the seventeenth century from the appar- 
ently incomplete records of imports and exports for thirteen months in 1667- 
1668 (pp. xciv—xcv, 657-658), with prices for 1669 used to convert value prod- 
ucts into physical terms, since prices for 1667-1668 are lacking. The weights 
for different periods in 1700-1864 rest upon the foreign-trade statistics for only 
six years (pp. xcv, 658-660), a manifestly inadequate sample. In view of the 
suspiciously sharp fluctuations in the weights assigned commodities in different 
periods (p. xcviii), one wonders whether almost any arbitrary system, when 
employed by a gifted economic historian like Posthumus, would not have proved 
more satisfactory. 

The headings of tables are given in English as well as in Dutch. But inasmuch 
as price history is mot an exact science, I fear that the tables will be of very 
little use to scholars who do not know Dutch. The French summaries and expla- 
nations extending over several pages and the French captions of tables in the 
apparently excellent historical studies of prices in Poland carried out under the 
direction of Franciszek Bujak have certainly not enabled me to utilize the data 
with much confidence. Posthumus gives in Dutch all his information concerning 
sources, weights and measures, money, and statistical methods. For example, 
there is no explanation in English (or in Dutch, for that matter, within eighty 
pages of where it should be) that monthly prices enclosed in brackets have 
been interpolated (p. xliii). Yet a surprisingly high percentage of the quotations 
are of this type. In 1624 to 1730, for instance, there are 164 actual and 625 
interpolated monthly prices for cloves (pp. 154-156). 

Since Posthumus clearly recognized the advantages of monthly price data in 
the study of cyclical change, one wonders why he did not publish monthly, 
quarterly, or at least annual price indices. Apparently he was satisfied with his 








78 Reviews of Books 





quinquennial measures; for, without mentioning alternatives, he expressed a 
preference for quinquennial rather than decennial price relatives “because, in 
our opinion, in using decennial price relatives [to gauge] cyclical price move- 
ments, significant price fluctuations can be lost” (omdat naar onze meening in 
de tienjaarlijksche gemiddelde relatieve prijzen, in verband met de cyclische 
prijsbewegingen, belangrijke prijsschommelingen verloren kunnen gaan.—p. 
Ixxxiii). 

Posthumus limits his discussion of the behavior of prices to less than two 
pages (pp. cvi-cvii) and his conclusions to two thirds of a page (p. cviii). He 
tells us that prices rose slightly until 1650-1654 and fell from then until 1680- 
1684. According to Posthumus, the indices advanced in 1690-1694; but, with 
the exception of 1710-1714, they remained low in the first sixty years of the 
eighteenth century. He thought that prices began to rise sharply in 1755-1759 
and reached a peak in 1810-1814 approximately three times the base period. 
From 1810-1814 to 1840-1844 the weighted and unweighted arithmetic indices 
fell by roughly 50 per cent, but they recovered slightly in the next twenty years. 
The different indices moved in unison in the seventeenth and eighteenth cen- 
turies, but in the first quarter of the nineteenth the weighted aggregative index 
numbers fell a great deal more—suspiciously more, in fact—than the arithmetic 
indices. They did not recover the relative loss before 1864, when all the index 
numbers end. Posthumus does not attempt to explain any change in prices; but 
he presents a table of events such as wars, peace treaties, revolutions, and pesti- 
lences that presumably affected the price level (pp. 641-644). One is surprised 
to see Posthumus’ failure to list the Tulip Mania upon ‘which he has written so 
brilliantly. (“The Tulip Mania in Holland in the Years 1636 and 1637,” Jour- 
nal of Economic and Business History, I, 1928-29.) I should be willing to trade 
hundreds of pages of the price tables for a few pages of explanations of the fluc- 
tuations and trends from the pen of Posthumus. A discussion of textile prices 
based upon his incomparable knowledge of the Dutch cloth industry would have 
been particularly welcome. 

Detailed criticism may have exaggerated the deficiencies of the sources Post- 
humus has uncovered and underestimated the results he has attained. In addi- 
tion to implementing a fresh approach to the study of business cycles he hoped 
to provide a basis for the refinement and extension of our historical knowledge 
of Dutch economic life. This he has done in an admirable fashion. The price 
data reflect the economic greatness of Holland, and they cover a large part of 
the chief staples of international commerce. The continuous monthly wholesale 
prices for extremely sensitive commodities in 1764-1803 are unsurpassed for the 
historical study of business cycles, and some of the data for earlier and later 
periods may prove useful for this purpose. The price series for Spanish wool on 
the Amsterdam Commodity Exchange leave a great deal to be desired; but they 
were definitely worth publishing, and the best wool prices I have found in Spain 
for 1651-1800 definitely are not. Posthumus probably has the most continuous 
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and complete prices for an extensive list of metals in the seventeenth and eight- 
eenth centuries ever assembled for any country. The foreign-exchange rates at 
Amsterdam on the other leading centers of international finance are also un- 
excelled. No one can foresee all the uses that may be made of this material. But 
one can predict that for generations to come few contributions to the history of 
Dutch agriculture, industry, commerce, finance, foreign trade, or colonial ad- 
ministration will be written without drawing heavily upon the statistical data 
in this study. The miscellaneous price series—even those so short and discon- 
tinuous that it never could occur to anyone to use them in index numbers—will 
doubtless prove exceedingly valuable in some scholarly work at some time in the 
future. 

The history of Dutch prices will be concluded in the second volume Post- 
humus has promised. It is to be based upon the account books of institutions 
and is to cover retail prices at Amsterdam in 1600-1800, at Utrecht in 1370- 
1914, and at Leiden “to 1795” as well as the prices of goods sold at auction by 
the East India Company to 1790, security prices, and the prices of supplies for 
the army and navy in the seventeenth and eighteenth centuries (pp. vii-viii). 
All economic historians who read the present volume will hope that heavy aca- 
demic and archival duties will not delay the completion of this task. 


Northwestern University Eart J. HAMILTON 


PUBLIC POLICY AND NATIONAL BANKS 


The Age of Jackson. By Arthur M. Schlesinger, Jr. Boston: Little, Brown and 
Company, 1945. Pp. xiv, 577. $5.00. 


Mr. Schlesinger’s book is important and abounds in excellences: it deals with 
a significant period, it is comprehensive in its interest, and it is entertainingly 
written. Mr. Schlesinger has a fine talent for peopling an epoch vividly. But his 
book is marred by two faults. One is a Manichaean naiveté with respect to the 
nobility of all things Jacksonian and the sordidness of all things opposed. The 
other is a fumbling treatment of economic matters and particularly of the Bank 
of the United States. 

Mr. Schlesinger’s vocabulary purrs over his friends. The landscapes at the 
Hermitage and Kinderhook smile in a fashion not noticeable where Whigs and 
Federalists live. The Jacksonian leaders have a “pervading insight,” their wrath 
is “magnificent,” one or another of them is “handsome,” “grave,” “masterly,” 
“erudite,” “thoughtful,” “quiet,” “intelligent,” “brilliant,” etc., etc., and the 
old hero himself is touchingly fond of children. The opposition is a sorry outfit. 
They are Bank “lackeys,” they “roar” and “snarl,” they deal in “hullabaloo,” 
they are “phony,” they have “fantasies,” they work “backstairs,” their best 
minds are “opaque,” and one gets the impression that Mr. Schlesinger never 
thinks of them as loving little children at all. Jackson’s trick of evading awk- 
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ward questions by simulating an apoplectic rage that filled his visitors with fear 
lest the aged president burst a blood vessel on their account is described with 
affectionate amusement and admiration. The immense services of Hamilton to 
his country are disregarded. The reader is allowed to look at Van Buren only 
through high-powered magnifying glasses. Marshall and Story are written down 
with casual finality, and Taney is promoted as if no dissent existed; Webster is 
about the only member of Mr. Schlesinger’s flock of goats whose defense he 
bothers to notice. 

The Bank war is properly very important in Mr. Schlesinger’s account, and 
yet he does not make the Bank of the United States a clearly functioning finan- 
cial instit.‘ion nor Nicholas Biddle a central banker with specific monetary 
policies and programs that can be appraised. Instead he makes the Bank a dim 
sort of moneyed monstrosity and Biddle a vague, sinister figure, “drunk with 
power,” whose career is a darkened background for Jackson’s gleaming achieve- 
ments. This makes poor history. The Bank of the United States was a central 
bank and should be discussed as such. But Mr. Schlesinger never uses the term, 
never mentions the purposes for which the Bank was set up, and never but 
casually speaks of its functions as public in their nature. He says it was “pri- 
vately controlled”; but so was the Bank of England and so was practically every 
other similar institution till recent times. He speaks of the Bank’s “profitable 
relations with the government” as if they were one-sided. He even says the Bank 
“allowed the government to appoint” five directors—a preposterous statement 
that may be intended for sarcasm but will be taken by most readers at face 
value. One might as well assert that the Treasury, for example, or any other 
government department “allows” the President and Congress to say who shall 
be at its head; for it was by authority of an act of Congress creating the Bank 
that the government directors were appointed by the President, with confirma- 
tion by the Senate. 

That the Bank was a public institution formed at the instance of the govern- 
ment and for its convenience, that under Biddle’s management it performed its 
depository services efficiently, furnished a sound and uniform currency, and 
regulated the state banks, and that the state banks and their borrowers resented 
its restraint upon credit—these are facts that the Jacksonians liked to ignore. It 
is less excusable to ignore them now, for they are facts that Gallatin, Dunbar, 
Catterall, Dewey, and other scholars, on the basis of known information, long 
ago put outside the field of intelligent controversy. Mr. Schlesinger does not 
wholly ignore them, but he mentions them in an offhand way as if they had no 
special significance. “In destroying the Bank,” he says, “Jackson had removed 
a valuable brake on credit expansion; and in sponsoring the system of deposit 
in state banks, he had accelerated the tendencies toward inflation.” Mr. Schle- 
singer glides over startling facts like these, unstartled; and recognizes no need to 
reconcile them with his general picture of the Bank as an outlaw institution, 
obscurely dangerous because it “had too much power.” 
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As to the reality of this power, “there could be no question,” he says; and he 
goes Clear out on the limb to say that the Bank “enjoyed a virtual monopoly of 
the currency and practically complete control over credit and the price level.” 
This is sheer romance. Mr. Schlesinger contradicts himself to indulge in it, for 
he often speaks elsewhere of the currency issues of the local banks, clearly 
implying thereby that no “monopoly” existed. In reality, of course, the Bank 
furnished about a quarter of the total paper circulation. As for “practically com- 
plete control over credit,” the Bank had nothing of the sort, nor has any central 
bank ever achieved it, even though it should. As for “practically complete” con- 
trol of the price level, the idea is ridiculous; it would be hard to surpass its utter 
detachment from the findings of price analysts and historians, to say nothing of 
common sense. But Mr. Schlesinger leaves the solid earth frequently, in little 
things as well as big. For example, he speaks of the Bank’s “alacrity in opening 
new offices” in 1831 and 1832 while renewal of the charter was pending, as con- 
clusive evidence, in Taney’s words, of its determination to fasten itself on the 
country. R. C. H. Catterall found “not a grain of evidence” to support such 
charges, and no one has produced any since. Far from showing “alacrity” in 
opening new offices, the Bank established none after 1830, in which year it 
established the last four of the twenty-nine it had in all; of these, all but ten 
had been set up during the Bank’s initial organization in 1817. 

Mr. Schlesinger’s failure to make proper use of the work of scholars who have 
written authoritatively on the Bank seems to me inexplicable. I found reference 
to Mr. Catterall on only one point of fact, and the whole body of Catterall’s 
judicious and thorough work is neglected for a superficial presentation scarcely 
above the level of Mr. Marquis James’s unpenetrating account in his Life of 
Jackson. I had rather Mr. Schlesinger had shown no knowledge of Catterall 
whatever; for then he would have spared a reviewer the painful effort to under- 
stand how he could revive Benton’s pomposities about the branch drafts with- 
out remarking Catterall’s disposal of the question fifty years ago. The same is 
true of Dewey, who confirmed Catterall, and of Gallatin, whose unimpeachable 
contemporary testimony clearly indicates the public nature of the Bank, Bid- 
dle’s good performance before Jackson’s attack, the want of justification for 
that attack, and the degeneration of Biddle after his failure to withstand the 
attack. 

Mr. Schlesinger makes much of the distinction that although the Jacksonians 
were understood to be opposed to all banks, they really opposed only the note- 
issue function and not the deposit function. He devotes an appendix to this point 
and seems to consider it creditable to the Jacksonians, as if it showed how well 
they understood banking. The opposite is what it shows. For the differences 
between note and deposit liabilities are only those of form, and one is as capable 
of mischief as the other. When Mr. Schlesinger quotes Gallatin to show that 
banking in the United States was universally understood to mean note issue, he 
should quote the same authority to the effect that there was not “the slightest 
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difference” between note and deposit liabilities—and incidentally he should 
enjoy making Webster contradict himself by saying not only that note issue was 
the essential function of banking but also that it was “not an indispensable in- 
gredient” of banking. Mr. Schlesinger has loyally picked up the Jacksonian 
confusion on this matter. The actual result of the program he praises was to 
free both the note and deposit functions from regulation—a blunder that the 
National Bank Act in 1863 and the Federal Reserve Act fifty years later both 
purposed to undo. 

Mr. Schlesinger properly emphasizes the fact that Jacksonian democracy 
reflected eastern as well as frontier influences, but it seems to me that he errs 
in associating the eastern influence with labor alone and not with business enter- 
prise. There was no more important factor in the Jacksonian movement than the 
democratization of business, which ceased thenceforth to be the méfzer of a pre- 
dominantly mercantile, exclusive group, or commercial aristocracy, as it was in 
the days of Hamilton, and became an interest of the common man. This process 
of democratization went hand in hand with the rise of laissez faire. Mr. Schle- 
singer appears to see no break in the business tradition, and makes Hamilton 
represent it as much in 1840 as he did in 1790. But to identify business enter- 
prise of 1840 with business enterprise of 1790, it is necessary to slur over too 
much—for example, the appeal of Jackson’s politics to money-makers like 
Alexander Hamilton’s own son, who was one of Jackson’s supporters and ad- 
visers, and like Henshaw, who frankly wanted the United States Bank over- 
thrown so that he and his friends might have room for a big bank of their own. 
It is also necessary to slur over the more general fact that the speculation which 
mounted to the panic of 1837 was a great popular phenomenon and reflected 
the current interests of Americans no less than did the labor and utopian move- 
ments of the time. Authentic and American as the latter were, they still were 
typical not of American behavior as a whole but rather of the idealistic rebel- 
lion of minorities against the rising spirit of free enterprise. For a brief period 
all the diverse dissatisfactions with the old order of things united behind the 
picturesque intransigence of Andrew Jackson, with this new, un-Hamiltonian 
spirit of free enterprise prominent and powerful among them. The honeymoon 
was brief, and in 1840 enterprise eloped with the Whigs. But while it was sup- 
porting Jackson, it had separated the corporate form of organization from 
monopoly and put forth the promise that anyone could be a capitalist, an 
investor, or a speculator; and it had made banking a form of business “free” 
and open to all. Business had become the citadel of rugged individualism, and 
American conservatism had become rooted not so much in Wall Street as in the 
breasts of rural capitalists and village entrepreneurs—to the recurring embar- 
-rassment of liberal and radical causes ever since. 

In Hamilton’s day business had been strongly federal, but it was now begin- 
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ing to see advantages in states rights—a ground of opposition to the Bank that 
it seems to me Mr. Schlesinger neglects. The states-rights argument had vigor- 
ously survived the Supreme Court’s vindication of the Bank’s constitutional- 
ity, thanks partly to strongly held principle, no doubt, but much more to selfish 
interest. Hence, in destroying the Bank, Mr. Schlesinger’s hard-money heroes 
played directly into the hands of the state banks and of the speculators they 
abominated. The local banks always called the regulatory measures of the Bank 
of the United States “coercion” and “oppression,” and it was notorious that 
they wanted it out of the way. In state after state, as its end neared, the legis- 
latures were jammed with charter applications. Benton’s words, quoted by 
Mr. Schlesinger, sound pathetic: “I did not join in putting down the Bank of 
the United States to put up a wilderness of local banks.” He might disavow the 
purpose but not the deed. 

The situation in the United States, with a rapidly growing and acquisitive 
population pressing to exploit immense resources, was one where the public 
interest required an extremely powerful restraint upon inflation. The Bank 
under the direction of Nicholas Biddle was applying that restraint. Jackson, 
since he abhorred speculation, should have corrected and fostered the Bank. 
Instead he identified it with the evil it was contending against, a bank being 
simply a bank to him, destroyed it, and delivered the country to the excesses of a 
disordered currency and unregulated credit expansion. I do not find fault with 
him for attacking economic privilege; I find fault with him for thinking he was 
attacking it when in fact he was attacking a semigovernmental institution that 
restrained speculation. His action was calamitous for a people who were entering 
a fierce and trampling struggle for conversion of the virgin earth into private 
property and erection of still more property upon it—a lasting struggle in which 
the objects of Jacksonian concern have had the most to suffer. Nor should I be 
fond enough to believe that a central bank or any other governmental instru- 
mentality could have prevented that struggle; but it might have tempered it. 
And it is significant that today the party interests to which Mr. Schlesinger is 
allegiant turn to central banking as a first means of accomplishing their social 
aims. To suggest that the Jacksonians might have sought to nationalize the 
Bank of the United States as the Bank of England and the Bank of France 
have recently been would be historically fantastic, but one may question the 
sagacity of those who went so far in the opposite direction as to destroy the 
central bank just when it began to be needed most. That action may be excused 
but cannot properly be praised. 

Mr. Schlesinger’s book will be widely read; and because its documentation is 
profuse it will be considered authoritative by most of its readers. I do not think 
it should be so considered. It represents the age of Jackson as one of triumphant : 
liberalism when it was as much or more an age of triumphant exploitation; it 








84 Reviews of Books 





fosters a simplistic notion of continuing problems of human welfare; and it 
thickens the myths around a political leader who had more capacity for action 
than for accomplishment. 


Somerset, Chevy Chase, Maryland Bray HAMMOND 


The Bank of England: A History, 1694-1914. By Sir John Clapham, Cam- 
bridge: The University Press, 1944; New York: The Macmillan Company, 
1945. 2 volumes. Pp. x, 278 and 460. £2 25.; $7.50. 


This history, which would merit the word “definitive” if that adjective had 
not become so platitudinous, was designed to celebrate the two hundred and 
fiftieth birthday of the Old Lady of Threadneedle Street, but the story that it 
tells stops short at 1914 and leaves the last three decades of half-remembered 
(and less than half-told?) problems for a later volume. The author dismisses 
these latter years with the suggestion that “the Bank in 1944 was further from 
1914 than 1914 was from 1844; in some not unimportant ways further from 
1914 than 1914 was from 1714” (II, 417). It may be so, and no outsider would 
venture to disagree with Sir John Clapham regarding a subject on which he has 
unrivaled knowledge; but the fact that the appearance of his volume has coin- 
cided with the nationalization of the Bank by a Labour government whets our 
appetite for more than he has told us. 

Yet, even on this subject, the relation of the Bank to the government, there 
is much of interest in these volumes. Sir John, in his epilogue, favors ‘“‘an organ- 
ization functioning in close contact with those in political authority but not 
controlled by them continuously and in detail” (II, 426), while the Bank’s own 
inspector in a report that bears the date 1899 suggests that “the Bank might as 
well be nationalized and its stock turned into Consols” if its officers are com- 
pelled to study its “duty to the public” and the care of gold reserves, instead of 
earning dividends for the proprietors (II, 372). One might almost assume that 
nationalization was an inevitable result of central banking if it were not for the 
Gladstonian philippic against the “money power” of the City that he had op- 
posed “by financial self-assertion from the first” (II, 272). 

The actual record of the Bank’s history, as Sir John reveals it, indicates 
clearly that from the date of its first charter the institution had always provided 
the financial assistance that the British government needed. There might be 
occasional tirades by cabinet members, and even queens, against “monied im- 
pertinence” (I, 74), and there can be no doubt that “the Chairs” were always 
eager to drive a bargain that was profitable to the proprietors. With a weak 
chancellor of the exchequer they had an opportunity to increase the Bank’s 
profit; but whether the cabinet was weak or strong there was never an occasion 
on which the Bank failed to meet the financial demands of the government. No 
Labour government, after nationalization is complete, could dictate the policies 
of the Bank more imperiously than did Pitt, in whom for eighteen years “the 
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country and the Bank found their master” (I, 185). It is also worth remember- 
ing the fact, now clearly revealed for the first time, that during the whole period 
prior to the Napoleonic wars the private business of the Bank was a small thing, 
in terms of both volume and income, when compared with the business that was 
done for the national government. 

Some of the most interesting information refers to the relative importance of 
the various types of business that the Bank carried on—information that was 
not available to historians until the Bank opened its accounting records. Al- 
though private loans and discounts were less important, in terms of income, 
than government business, the Bank from its original opening until the later 
nineteenth century was in contact with substantial numbers of borrowers in 
every line of industry and trade. At the beginning of the eighteenth century, 
regular lines of credit were established for each customer, and the typical limits 
of borrowing are indicated by the fact that no bill for less than £50 would be 
discounted, while ‘“‘no client was to have more than £3,000 of inland bills or 
notes running at one time” (I, 124). No bill with more than two months to run 
was eligible for discount. 

In regard to the drawing accounts of private individuals, the Bank was al- 
ways selective, and insisted on proper introductions. It also refused to undertake 
agency work for its customers, much to the indignation of Nicholas Biddle, who 
wrote a typically argumentative letter on the subject. As early as 1850, it im- 
posed what we should now call a “service charge” on unremunerative accounts, 
insisting that if the average balance was not large enough to permit the Bank to 
earn sixpence a year in interest for every check drawn, the customer should pay 
a commission. We may notice, however, as a sign that the best of regulations 
are sometimes broken, that, on one occasion at any rate, the Bank actually made 
an unsecured loan to a private school, while its experience with real-estate mort- 
gage loans was no happier than that of many an American commercial bank. It 
will also come as news to most readers that, during the latter part of the nine- 
teenth century, the Bank of England was actively engaged in the flotation of 
securities and, in 1890, the income from security “management and issue, other 
than for the United Kingdom, had yielded more than all the discounting.” This 
information is not easily fitted into the formal pattern of central-banking activ- 
ity that the textbooks ascribe to the Old Lady! 

As to these central-banking functions, Sir John fills in many of the gaps in 
our previous knowledge. As late as 1804, “none of the newly risen country 
bankers did their London business through the Bank of England” (I, 165), 
although the Scottish banks had for many years found such relationship advan- 
tageous. Among the London banks, no longer issuing notes, there was an active 
clearinghouse organization, and some twenty or so of the traceable banks kept 
accounts with the Bank of England. Certainly the concept of a bankers’ bank 
had little practical significance, and the Bank itself did not look with favor on 
correspondent relations with other institutions. 








86 Reviews of Books 





By 1830, however, the Bank had come to realize, within the Court, that it had 
a responsibility for monetary management. As early as 1827, it is selling ex- 
chequer bills to take funds off the market and “wishes to establish the principle 
that no one shall expand [bank-note] issues in times of a continued demand 
upon the Bank for bullion” (II, 118). With the growth of the London discount 
market, the discounting of bills by bankers diminished to almost nothing, as 
Gilbart faithfully reported from his vantage point in one of the upstart joint- 
stock banks, so that “open market” operations became even more important; 
but the Bank never again completely deserted its sense of responsibility. From 
the new evidence which Clapham presents, it is apparent that the famous Bank 
Charter Act of 1844 was actually conceived within the Bank Parlour but it is 
doubtful that many members of the Court agreed with Peel’s interpretation of 
the significance of that much-debated legislation. 

Taken as a whole, these volumes emphasize the fact that the writing of an eco- 
nomic history of modern Europe and the economic development of modern 
Britain is admirable preparation for a historical study of the Bank of England. 
The author interweaves in masterly fashion the general strands of economic his- 
tory and the new material that he has unearthed from the archives of the Bank. 
At many points the reader who remembers earlier histories marvels at the ac- 
curacy of the guesses made by those who had not the inside information avail- 
able to Sir John Clapham, but the superiority of accurate information over the 
shrewdest guess makes us hope that a third volume covering the years from 
1914 to 1945 will soon be added to these two. 

In more critical mood, I should like to ask why the English edition, which is 
printed from the same plates and sold at a few cents more than the American, 
should be on better paper, better bound, and offer wider margins on its pages to 
those who like to annotate their volumes? The difference is not peculiar to this 
book, but it is marked when one remembers the greater scarcity of materials and 
labor that was imposed on Great Britain by the war during the months when 
these volumes were in the press. 


McGill University F, Cyrit JAMES 


INTERNATIONAL RELATIONS 


North Atlantic Triangle: The Interplay of Canada, the United States, and Great 
Britain. By John Bartlet Brebner. [The Carnegie Endowment for Interna- 
tional Peace, Division of Economics and History, The Relations of Canada 
and the United States.] New Haven: Yale University Press, 1945. Pp. xxii, 
385. $4.00. 


With this book the series of studies on Canadian-American relations is 
completed. The shelf, about forty inches long, is packed full, and on it there is 
something for most of us, whether we are historians, economists, statisticians, 
political scientists, sociologists, geographers, lawyers, or politicians. About a 
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dozen of the twenty-five volumes deal with political, diplomatic, or judicial re- 
lations between the two North American nations; yet even the politics is often 
economic. Another dozen are primarily or solely economic in character: three of 
these examine the moving and mingling of people across the undefended fron- 
tier; three are concerned with industrial, labor, and railroad relations; two deal 
with trade across the border or down the St. Lawrence; two are purely domestic 
studies of Canadian dairying and of transportation; and one goes out to sea to 
examine the cod fisheries as an international economy. 

Mr. Brebner was in at the birth of the series as one of its parents. His first 
contribution was an outline, “a partial framework or blueprint” which could be 
used in distributing the work and guiding the workers. That guide, amplified 
and rewritten as the studies have appeared during the last decade, has grown 
into the book now before us. Its author rightly insists that it is not a summary 
of the other twenty-four volumes, but an experimental “attempt at synthesis” 
which he hopes “may serve as a general view of the subject until the remaining 
unexplored areas, as, for instance, education and law, have been surveyed.” 

As both synthesis and general view this book is highly successful. But it is 
more than that. While its “primary aim was to get at, and to set forth, the inter- 
play between the United States and Canada—the Siamese Twins of North 
America who cannot separate and live”—its author recognized that the things 
which the peoples of the two nations did in common, in complementary fashion, 
or in competition could not be explained in purely North American terms. “Most 
notably of all, the United States and Canada could not eliminate Great Britain 
from their courses of action, whether in the realms of ideas, like democracy, or 
of institutions, or of economic and political processes.” There is nothing new in 
this recognition, but the events of the past seven years may have made it much 
more obvious than was the case when the series was planned. Hence there was 
need to wind up the project with a study, not of a two-way relationship, but of a 
triangle—or even of a quadrilateral, since no one can think of Canada’s rela- 
tions with the outside world without taking into account the French Canadians, 
estranged from France by events since 1760 “and thrown back on the Vatican 
for their principal outside reinforcement.” This widening of the view compli- 
cated the task, since describing a triangle is difficult, especially if two—or even 
three—of the angles insist on being right (or righteous) or obtuse. In a letter to 
me Mr. Brebner says, ‘“‘Playing with triangles, even polygons, of forces pretty 
well got me down.” There is little sign of such a near tragedy in the book. 

The scope of the work is from Columbus, Cabot, and Cartier to the aftermath 
of Pearl Harbor. The approach is from the Canadian angle, and the chief inter- 
est lies in showing how Canada’s settlement, economic development, constitu- 
tional growth, frame of mind, and position in the world have been influenced 
not only by her own human and material resources but also by the “powerful 
currents of attraction and repulsion which have been set up by the United States 
and Great Britain.” The fact that we are economic historians need not justify 
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us in skipping the parts dealing with the political, constitutional, and diplomatic 
aspects of the story, for the North American is not all economic man. Yet even 
if we persist on being purists, there is plenty of straight economic history left 
for us, and we get new light on our interpretation of the economic history of the 
United States when we look at Canada’s experiences in migration, her exploita- 
tion of fur, forest, fish, or farm, her transportation problems, capital movements, 
trends in foreign trade, standard of living, commercial policies, or even the effect 
of prohibition here in stimulating the tourist traffic there. 

The two-score maps reprinted from the earlier volumes are for the most part 
superbly drawn and reproduced. The style swings along easily, and the temper 
is generously judicious. Mr. Brebner casts his bouquets and brickbats in all 
three directions, with a slight tendency to be a bit tougher on the big fellows 
than on the little one, and a swift kick for such bruisers as Theodore Roosevelt, 
whose “protracted (perhaps calculated) adolescence” and other shortcomings 
left a nasty taste in Canadian mouths. Yet it is made clear that the blunders and 
pettiness have had a way of fading out of mind when the basic interests and 
vital needs of the three peoples pulled them together, as they have done during 
the last forty years. In that company Canada, now economically mature, politi- 
cally grown-up, and with a big supply of uranium in its pocket, can walk with 
king and president, yet feel neither inferior in status nor little in stature. 

As I look over the whole series and examine Mr. Brebner’s bibliography, two 
things impress me. The first is the evidence of the coming of age of Canadian 
historical scholarship during the last two decades. The second is the virtual 
absence of any titles of works by British scholars. Today we have a nearly full 
library of Canadian studies on the relations between the Dominion and Great 
Britain and between the Dominion and the United States. The two gaps in our 
literature on the triangle are the lack of works by British writers on Anglo- 
Canadian relations and of works by British, or even American, scholars on 
Anglo-American relations since 1783. It might be that in filling the first of 
these, British students would modify the emphasis, tone down the colors, or 
change the proportions of the story as we have it today. It is possible that a series 
on Anglo-American relations would have been extremely useful in influencing 
discussions in this country during the last quarter-century, and would be helpful 
in some of the public discussions that loom ahead. I am assuming, of course, 
that studies by scholars influence public men—an assumption which Euclid, 
classic authority on triangles, might say “is absurd.” 


University of Minnesota HERBERT HEATON 


Origins of Inter-American Interest, 1700-1812. By Harry Bernstein. Published 
under the direction of the American Historical Association from the income 
of the Albert J. Beveridge Memorial Fund. Philadelphia: University of Penn- 
sylvania Press, 1945. Pp. vii, 125. $2.00. 


The general thesis of this monograph is that economic and cultural relations 
between the United States and Latin America developed prior to the establish- 
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ment of political relations. The study is divided into three parts: the estab- 
lishment of trade relations, the formation of cultural contacts, and the inception 
of political ties in the years between 1700 and 1812. With the general interpreta- 
tion I am in accord, but it is regrettable that in a book of such small dimensions 
the author has attempted to speak authoritatively on subjects of such scope and 
complexity. 

Mr. Bernstein’s treatment of early economic contacts leaves much to be de- 
sired, for these chapters are marred both by confused organization and by inade- 
quate research. The author fails to distinguish between the normal peacetime 
operation of the British Navigation Acts in relation to the Spanish colonies, and 
the conditions peculiar to a war period; nor does he give attention to the prob- 
lem of indirect trade with the enemy through neutral Spanish colonial ports 
during the period of Franco-British hostilities in the Seven Years’ War. Indeed, 
he creates the impression that trade even in British colonial vessels to Spanish 
possessions was at all times prohibited by the Navigation Acts. “How could 
British mercantilism be enforced,” he queries, “if Americans had access to Span- 
ish American markets?” (p. 23). 

As a matter of fact, in time of peace the British Navigation Acts did not pro- 
hibit colonial vessels from going to the colonies of other European powers. It is 
true that the Anglo-Spanish Treaty of 1670 forbade English subjects to trade 
with the Spanish colonies except by license from the King of Spain, but the 
English authorities never enforced this provision. Indeed, Lord Mansfield ex- 
plicitly ruled in the case of the analogous French treaty of 1686 that the trade 
was not illegal and could not be stopped unless prohibited by a specific law. 

During a war the picture changed materially. Thus, upon the outbreak of 
hostilities between France and England in 1756, the status of the trade between 
the continental colonies and the insular colonial ports of all neutral powers was 
at once affected. British colonial governors were instructed to lay an embargo 
on the export of provisions from the continental colonies except when bond was 
given that the destination was British, in order to prevent the supplying of the 
enemy through neutrals. (Documents Relative to the Colonial History of the 
State of New York, VII, 162.) This prohibition was further reinforced by an 
act of Parliament in 1757. (30 Geo. II, Cap. 9.) It was these regulations and not 
the Navigation Acts that rendered illegal the provision trade from New York to 
Monte Cristi, a small settlement on Hispaniola, which the Spanish had made a 
free port (a point Mr. Bernstein overlooks). As for the return trade from Monte 
Cristi and the importation of “Spanish” sugars therefrom, the question of ille- 
gality was entirely in terms of the presumed indirect trading with the enemy at 
adjacent Cap Francois and Fort Dauphin. On this problem opinion was divided, 
both in the colonies and in England, and in 1762 Lord Mansfield specifically 
declared the Monte Cristi trade to be legal. (Richard Pares, War and Trade in 
the West Indies, 1739-1763, p. 466.) 

Mr. Bernstein’s failure to grasp this problem is exemplified by his treatment 
of the colonial trade to St. Augustine. Concerning the provisioning of St. Augus- 
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tine by the New York merchant William Walton, he says: .. in 1762, 
Lord Jeffrey Amherst, angry because a declaration of war did not restrain 
Walton, protested to Acting Governor Colden of New York. Such aid [to the 
Spanish] had to be stopped, even if Walton should suffer a particular loss, de- 
clared Amherst. But Spanish or British pressure never succeeded in revoking 
this New Yorker’s unwritten asiento” (p. 20). This presents a false picture. 
Walton was the “Agent for the Spanyards” (Colden Letter Books, 1, 110), an 
arrangement perfectly in accord with the treaty of 1670. In January 1757, he 
applied to the Governor and Council of New York for a license to continue the 
provisioning of St. Augustine, rendered illegal by the embargo of 1756 on pro- 
visions. (Calendar of Historical Manuscripts in the Office of the Secretary of 
State, Albany, N. Y., LX XXIV, 24, 30.) Not only was this granted, but Gover- 
nor Hardy, in a request to the Lords of Trade for future instruction on the 
problem, defended the St. Augustine trade on the ground that “the Committee 
[of the Council] did conceive that His Majesty’s Directions for laying the 
embargo could not be construed to extend to a neutral port under the circum- 
stances of St. Augustine,” since this was not a place from which the French 
could draw supplies. (Docs. Rel. Col. Hist. of N. Y., VII, 225.) As a result, a 
royal order in council was issued August 9, 1757 (Acts of Privy Council, Colo- 
nial, II, 356) specifically authorizing the export of provisions to St. Augustine. 
Under this authorization, Walton continued to provision the Spanish garrison 
at St. Augustine until he received information of the outbreak of war between 
Spain and England in 1762. Walton then applied to Lieutenant Governor Colden 
“to permit a Vessel to be cleared from the Custom House, on which he has loaded 
Provisions for the Spanish Garrison of St. Augustine & produced the late King’s 
Lycence for that purpose.”’ Colden was inclined to grant this request since the 
vessel would “compleat a six months Contract” and would bring back a large 
sum of specie owed Walton. However, he applied to Lord Jeffrey Amherst for 
advice on the matter. (Colden Letter Books, I, 184-185.) It was in reply to this 
letter that Amherst wrote the answer which Mr. Bernstein cites, advising against 
the granting of the license. All this indicates that the St. Augustine trade was 
scarcely on the footing of an “unwritten astento,” nor was it frowned upon by 
either Spanish or British authorities when the two countries were at peace. 

In dealing with the later period of the early Republic, the author’s sweeping 
generalizations are likewise open to criticism. “Meantime from 1803 to 1811, 
Great Britain, an older foe of inter-American intimacy, and an ally of Spain, 
tried to harass North American shipping” (p. 47). No mention is made of the 
fact that during a part of that period not only were the British at war with Spain 
but they actually seized Buenos Aires in 1806, a circumstance materially affect- 
ing the trade of that port. Nor can the omission of any reference to the opening 
of the trade to Brazil in 1808 be defended, particularly in view of the meticulous 
TInited States consular reports available from that date. The complex subject of 
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our early inter-American trade relations still awaits patient and thorough 
investigation. 

In the chapter on “The Formation of Cultural Interest,’ Mr. Bernstein 
breaks new ground and makes a substantial contribution. Here he shows how 
the increasing interest in Spanish-American affairs in the late eighteenth and 
early nineteenth centuries was reflected in our intellectual life. Collections of 
books on Hispanic America in libraries in the United States, the publication of 
histories, pamphlets, and magazine articles, the development of contacts be- 
tween learned societies of North and South America, and lectures on Hispanic- 
American civilization by scientists, such as Benjamin Smith Barton of the 
College of Philadelphia and Samuel Latham Mitchell of Columbia College, are 
interestingly reviewed and bear testimony to the validity of the author’s thesis. 


Hunter College DoroTHy BuRNE GOEBEL 


National Power and the Structure of Foreign Trade. By Albert O. Hirschman. 
[Publication of the Bureau of Business and Economic Research, University 
of California.] Berkeley and Los Angeles: University of California Press, 
1945. Pp. xiv, 170. $3.00. 


Any reader who looks for thought-provoking discussion rather than for 
smooth presentation will welcome this volume as a valuable contribution to the 
economic theory and sociology of foreign trade. It deals with the methods of 
using foreign trade as an instrument of national power, and is based on the belief 
that by theoretical reasoning we can arrive at the ultimate cure of the ills known 
as “economic penetration” and “bloodless invasion” (p. 12). Economic analysis 
is on a high level. Historical and statistical materials are carefully prepared 
and can be utilized even beyond the scope of the present inquiry. Some defi- 
ciencies, however, in the organization of the book may be indicated. 

The study starts in the traditional way. After surveying the evolution of ideas 
regarding the subject (chap. i), it turns to a systematic analysis of the economic 
effects of foreign trade. This second chapter ends with the discussion of a special 
question: whether the foreign-trade policies of Nazi Germany have been in line 
with the general principles deduced from simple premises in the preceding sys- 
tematic part. Since the answer given by the author is definitely affirmative, this 
section could have well served as the natural happy ending of the book. Appar- 
ently, however, Mr. Hirschman belongs to the type of author who, in his enthu- 
siasm for his favorite subject, likes to write three books instead of one. 

May I pass over the relatively heavy “Notes on the Theory of International 
Trade,” the results of which could have been easily incorporated in the system- 
atic analysis? It is less consistent with the purpose of the study that, after the 
theoretical deviation, the author leaves the highway of general reasoning in order . 
to examine two special questions, the one of a historical, the other of a political, 
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interest. While the first deals with the foreign-trade policies of the Allies at the 
Paris Conference in 1916 and the possibility of classifying them under the head- 
ing of “economic aggression,” the second refers to particular problems of post- 
war reconstruction; for instance, how future economic aggression by Germany 
and her satellites can be prevented without relying on those methods of restric- 
tion and discrimination which too often have been the germs of violent national 
antagonism. The author seems skeptical of achieving a peaceful world by follow- 
ing traditional devices. He therefore suggests paying a high price, namely, the 
internationalization of power over external economic relations (pp. 80-81). 

Again, in the second part of the book, the author embarks on another approach 
by shifting from theoretical, historical, and political analysis to a statistical 
investigation. The interesting material interpreted in this part refers to the 
structure of world trade. The three inquiries deal with the preference of large 
trading countries for commerce with small trading countries (chap. v), the con- 
centration in the foreign trade of small or weak nations upon markets and 
sources of supply (chap. vi), and the commodity structure of world trade 
(chap. vii). 

The gist of the analysis may be found in the proposition that foreign trade 
affects the power position of a country in two ways: by strengthening the poten- 
tial military force of the country through provision of a better or more plentiful 
supply of goods (“supply effect’) and by creating relationships of dependence 
and influence among nations (“influence effect”). The term “national power” is 
used in the sense of power of coercion which one nation may bring to bear upon 
other nations while the method of coercion may be as well “peaceful” as mili- 
tary. Although the author is well aware of his oversimplified premises, he de- 
duces numerous principles of power policy through foreign trade which, finally, 
are listed in a synoptical table (pp. 34-35). As mentioned before, the signifi- 
cance of the table is enhanced by the discovery that all of the principles arrived 
at by deduction were consistently applied by Nazi Germany. It seems fair to 
protect the author against the suspicion of having only rationalized Nazi foreign- 
trade policies. Neither does he believe that the Nazis ‘consciously worked out 
such a masterplan” although their foreign-trade policies represented “a coherent 
whole.” 

The stimulating character of this discussion should be recognized also by 
those readers who cannot help putting question marks on the margins of several 
pages. Here only a few criticisms are to be summarized. 

Is it permissible to segregate the welfare and the power motives of commercial 
policy as suggested by the author? I hesitate to assume that economic domina- 
tion has been sought only from the viewpoint of power politics, in order to 
“increase the efficiency of the military pressure which one country might bring 
to bear upon other countries” (p. 14). People have striven for economic domi- 
nation as a goal in itself, enabling them to increase permanently their national 
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welfare. Striking examples from the pages of colonial history need not be men- 
tioned. As the author occasionally admits, the two types of policy—the policy of 
maximization of national income and the policy of securing the greatest position 
of influence with the trading partners—“are not necessarily alternatives.” “The 
successful pursuit of the one policy may even condition the emergence of the 
other” (p. 26). 

Similarly, the “supply effect” of foreign trade should not be taken as a cri- 
terion of power politics. In our age of total war, industrial mobilization is to be 
defined in a broad sense. Better or more plentiful supplies of textile fibers may 
serve as well the legitimate needs of civilian consumption as the “potentiel de 
guerre.” 


The American University Fritz Kart MANN 


The Fall of the Old Colonial System: A Study in British Free Trade, 1770-1870. 
By Robert Livingston Schuyler. New York: Oxford University Press, 1945. 
Pp. vv, 344. $3.00. 


The publication of any work by Robert L. Schuyler is a matter of interest to 
economic historians; a study of such dimensions as this is of particular interest. 
It covers the century during which the old British concept of empire was dying 
and the new concept of the Commonwealth was coming to birth. The period has 
hitherto been treated in detail from many aspects—as witness Mr. Schuyler’s 
bibliography of secondary works—but not as a whole. Such comprehensive 
treatment is overdue, and is still to be written. 

Mr. Schuyler’s aim is more limited: to follow two threads through the tangled 
skein of a hundred years. He reveals these threads in his preface and adheres to 
them throughout; they are the changing attitudes toward colonial commerce 
and defense, as exemplified in theory and statute rather than in administrative 
practice. Defense is largely subordinated to commerce as the argument develops, 
and commerce is inextricably involved with colonial government. The focus is 
the development of the British theory of colonies, and the laggard pace at which 
public opinion and parliament followed theory. Like almost all American his- 
torians these days, Mr. Schuyler has confined himself perforce to printed mate- 
rials, but the sweep of his references is wide enough to leave all except the best 
read scholars somewhat breathless. He has drawn heavily on that dreariest and 
most rewarding of sources, the parliamentary papers, and on numberless mem- 
oirs and biographies; he has also drawn on the work of modern students, from 
Beer and Cunningham to Harper, Lingelbach, and Knaplund. The result is a 
solid and valuable synthesis. 

Some readers will wish that the author did not adhere so firmly to the limits 
he has set himself. His consistency leads him at times, with Procrustean strict- 
ness, to lop off a part of his subject as irrelevant. The free-trade movement of 
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the late eighteenth century, for example, is handled in a single page because it 
had no serious effect on colonial policy, although the arguments advanced at 
that time foreshadowed those of forty years later. The latter are discussed at 
great length, but largely in terms of petitions, committee reports, and statutes; 
the background—the rising tide of reform agitation in the 1820’s—is scarcely 
suggested. In the chapter on anti-imperialism the Canadian tariff crisis of 1859 
is mentioned only in footnotes, despite its bearing on the economic development 
of the future dominions. This last point is minor in itself, but it is symptomatic 
of a major one. 

The fall of the old colonial system left a new one in its place. Out of the old the 
British Commonwealth could not have grown, as Mr. Schuyler points out on his 
first page; out of the new it did. But the new system was more than the creation 
of statutes and of anti-imperialist doctrine. It was created by a complex of 
forces, such as the political maturing of the colonies, the unique naval power 
of Great Britain in the nineteenth century, the liberal emphasis on self-deter- 
mination. Mr. Schuyler separates from this complex a single theme, that of 
economic theory and practice, and the separation is skillfully done. But the 
theme suffers. It appears without the background of which it was a part, and 
in consequence is stark. 

If the book is judged for what it is, however, instead of for what it might be, 
there is no question of its value. For the general reader it is the best available 
description of the advent of free trade and its implications for the empire, a de- 
scription which for this purpose is superior to Bodelsen’s because it has a single 
focus and a longer span. The specialist will find it far more than a convenient 
summary; unless he is surpassingly erudite and analytical, he will discover much 
that is new to him, whether it is the theories of Tucker, Cartwright, or Price, 
deftly and lucidly sketched, or the penetrating analysis of the relation between 
free trade and colonial self-government and self-defense, or the account of the 
ways in which the New Zealand crisis of 1869-1870 reverberated through the 
empire. There is something here for every taste, and no reader can fail to profit 
from the reading. Some will feel that they would have profited more if the scope 
had been broader, but they are perhaps yearning for the academic moon. 


University of Michigan Wi11aM B. WILLcox 


Demographic Studies of Selected Areas of Rapid Growth: Proceedings of the 
Round Table on Population Problems. [Twenty-Second Annual Conference 
of the Milbank Memorial Fund, April 12-13, 1944.] New York: Milbank 
Memorial Fund, 1944. Pp. iv, 158. $1.00. 


This group of papers on areas where the pressure of population is heavy is of 
more significance for economic history than the title of the volume suggests. 
Probably the last paper should be read first, since it presents the theoretical 
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framework of the problem, and suggests policies. This synthesis and nearly all 
of the studies of areas come from the Office of Population Research, Princeton 
University. Although the contributions are mainly digests of larger works, pub- 
lished or forthcoming, this is one of the cases in which a theme of importance 
to nonspecialists stands out all the more clearly in the absence of intricate varia- 
tions for specialists. The applications are to Japan, to India, to Egypt, to the 
Near East, and to rural eastern and southern Europe, with allusions to other 
areas in relation to these and by way of comparison. 

Economic history is especially concerned with long-run aspects of the moving 
adjustments of people to the potential resources of environments. The general 
theory of economy in society is insufficient for the purpose, and hard to apply, 
because it so largely takes for granted fairly reliable short-run patterns of popu- 
lation and of wants. This is defensible in view of the fact that most economic 
decisions do not involve time enough for much basic change in such factors. As 
conditions change, theories are brought up to date, or shifted from one set of 
short-run assumptions to another. Even the literature on so-called “secular 
trends” and “secular stagnation” is mainly an embroidery of short-run analysis. 
A body of theory so specially adapted to one type of problem is seriously un- 
adapted or maladapted to cases in which the time axis is so long as to make 
changes in population and in patterns of wants main issues. The assumptions 
of stability beg the main historical questions of basic change. 

Population, or the number of persons to be supplied, is evidently one of the 
principal data in a problem of what level of supply can be derived from a given 
area. Given the means and time, both wants per person and the number of 
wanters are capable of indefinite extension. But the means are limited, and the 
two want factors compete for what there are. The special reason for heavy popu- 
lation pressure in the contemporary world is the reduction of mortality as an 
effect of economic innovations. Unless and until the birth rate falls proportion- 
ately, increased output tends to go into numbers rather than living standards. 
In the cases generally taken as models, there has been a shift in the long run 
from genesis to individuation, as Spencer put it. In studying these cases our 
optimists tend to shy off from the part played by space, including noncontigu- 
ous areas exploitable by migration and trade, in producing this change. 

This shift from numbers to supply per person has not been rapid and pro- 
nounced enough to solve the problem in the countries here chosen for treatment. 
Japan has attempted to exploit outside areas and peoples in ways not altogether 
to our liking. In India, are there any known ways of raising the low living levels 
which would not in the meantime increase the population by half? And would 
not this make the problem insoluble altogether? This is obviously a question of 
“living space” or “elbow room.” With what areas, if any, would large-scale 
migration be feasible? With what areas could India develop a commerce that 
might raise the provision available in India? 
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Without attempting to summarize a book which is itself a series of compact 
summaries, I shall venture a few comments and criticisms. The point is repeat- 
edly made that institutions remain largely adjusted to high death rates and hence 
are maladjusted to lower ones. On possible ways of getting people to feel and 
behave more appropriately, most of the book is not sanguine. An attempt to be 
somewhat optimistic, as well as realistic, about Egypt is not very encouraging 
in terms of the ratio of needs to means of supply on the whole and in the long run. 
One wonders how many of these authors privately question the likelihood of 
raising the remaining two thirds of humanity above coolie levels of living with- 
out social revolution, and how many suspect that it cannot be done at all. 

It is too bad that policies toward dependent and other backward areas are 
formulated by people unfamiliar with, or indifferent to, the substance of some 
paragraphs on pages 147-148. A chapter could be written offhand on these ten- 
dencies of colonialism in our time “to impede the transition to low fertility” 
after having made it imperative. Merely to refrain from impeding it may not be 
enough in quite extensive areas. It is a question of timing—of doing what re- 
quires elbowroom before this is gone. These authors do not openly contemplate 
a shift from social influence to social control over numbers. 

It is nothing against the paper on Europe that it contains less material new 
to economic historians than do some of the others. The interrelations among 
numbers, socially achieved living standards, and natural possibilities are fiend- 
ishly complex, and the first two involve too much history for brief and satisfac- 
tory treatment. Especially is it hard to compare rural congestion in industrial- 
ized and in nonindustrialized areas, or to discuss long-run improvement of 
the latter without going deeply into the subject of more or less competitive 
industrialization. 

Whatever its technical merits, the study on the Near East is not satisfactory 
as a synthesis of the more general problem of the numbers-resources ratio. It 
rotates on the Palestinian question to a marked degree, without coming to grips 
with at least two of the main issues. First, the trends in Moslem and Christian 
population fully make sense only in terms of Jewish competition for the poten- 
tial resources of the environment. Secondly, the author seems to swallow the 
Lowdermilk thesis whole, with its lofty indifference to the relative merits of 
Palestine as a field for vast investments in water power, in manufacturing, and 
in land reclamation. 


University of California, Berkeley M. M. KNIGHT 
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ASPECTS OF AGRARIAN HISTORY 


The Farmer’s Last Frontier: Agriculture, 1860-1897. By Fred A. Shannon. [The Economic 
History of the United States, Vol. V.] New York and Toronto: Farrar and Rinehart, 1945. 
Pp. xii, 434. Text edition, $3.50; Trade edition, $5.00. 


Although specialized studies and periodical literature dealing with the history of American 
agriculture are almost overwhelming in bulk and number, general studies are few indeed. The 
only satisfactory general account is that by Everett Edwards in the 1940 Agricultural Year- 
book. The pioneering and monumental works of Bidwell and Falconer, and L. C. Gray have 
long been out of print; besides, they carried the story only to 1860. Mr. Shannon’s book helps 
to fill the gap between 1860 and the present, and is a welcome and broadly satisfactory addi- 
tion to the general studies dealing with American agriculture. 

An amazing amount of research has gone into the preparation of this study. The author has 
examined a vast quantity of material, extracted its essential juices, and served up the results 
with the flavoring of a pungent style. Mr. Shannon has not been content simply to warm over 
the work of others. He has discovered some recipes of his own, not all of which will gain in- 
stant and widespread approval. For example, he suggests that the city may have served as a 
safety valve for rural discontent. Again, his insistence on the importance of soil characteristics 
in determining the selection of crops brings merited attention to a neglected factor, but some 
readers may wonder if food habits, tradition, nearness to markets, transportation difficulties, 
and other competitive influences do not also have something to do with determining the kinds 
of crops that the farmer grows. 

In judging the merits of this book one must keep in mind the author’s self-imposed limita- 
tions. The farmer’s last frontier is roughly the area between the Mississippi River and the 
Rocky Mountains. As the title implies, Mr. Shannon emphasizes the story of this “last 
frontier.” His intimate familiarity with the region and his warm sympathy for its problems 
have produced an excellent study from the standpoint of the actual settler. A lot of farming, 
however, was done outside this area, and his book needs to be complemented by other regional 
studies before the history of American agriculture is satisfactorily told. Mr. Shannon does not 
wholly neglect the other regions of the United States, but obviously his main interest is in the 
“last frontier.” 

The treatment of the agriculture of the South was not satisfactory to me. Recent southern 
self-criticism should not be accepted without hesitation. To do so would be to accept the “Old 
Homestead” view of history with its self-confessed heroes and deep-dyed villains. Was the 
innate viciousness of the southern landlords and storekeepers responsible for the high interest 
rates? Rather, were not high interest rates caused by high risks and lack of capital? Was not 
the problem of the South after 1865 threefold: to repair the ravages of war; to restore mar- 
kets; and to adjust the suddenly freed Negroes, who lacked capital and who had had little 
training in self-direction, to the production of commodities in an agricultural economy where 
liquid capital had largely disappeared? An application of the methods of Sir John Clapham 
to the study of the southern labor problem after 1865 would generate less heat but probably 
more light than the estimates of recent southern writers. 

To do Mr. Shannon justice one must repeat that, within the limitations imposed by the 
title, this is an excellent book. Not the least of its virtues is the selected bibliography, which 
will be an aid and comfort to those who wish to delve further into American agricultural 
history. 


University of Minnesota Ropney C. LoEHR 
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The Influence of the Potato on the Course of Irish History. By Redcliffe N. Salaman. Dublin: 
Brown and Nolan, 1943. Pp. 32. 2s. 6d. 


This Finlay Memorial Lecture, Dublin University, is a penetrating and not unexciting ex- 
cursion by a scientist into the field of economic causation. George O’Brien, the Irish historian, 
was probably not surprised at his friend’s conclusion that the potato “played the part of the 
least common denominator in Irish economic life for close on three hundred years, with an 
efficiency as great as it was disastrous.” But as an economic historian he could not but have 
been absorbed in Mr. Salaman’s method of sifting and weighing evidence to demonstrate 
his case. 

After establishing the fact that the potato was the basic food of the Irish people as early as 
1630, rather than 1660 as Petty claimed, Mr. Salaman then inquires how this could have hap- 
pened in the short space of forty years among a people who virtually lacked any means of 
communication. Other lands equally suitable to its use did not adopt the potato so readily. 
Soil, climate, methods of cultivation, and so on, are duly examined only to reach the conclu- 
sion that the “relentless dynamism of war” in Ireland during the period provided the chicf 
impetus for the diffusion of this singular culture trait. Once the potato became fastened upon 
the people as the staple of diet, Irish history ran its tragic course through century after cen- 
tury to the Great Famine and beyond. Hundreds of thousands perished; like numbers emi- 
grated. By way of contrast the Palatines who came to Ireland in 1709 flourished from that 
day to this. Incidentally the contemporaneous “Pennsylvania Dutch” migration was charac- 
teristically successful, and for the same reasons. Adhering to their four-course rotation of 
crops, the Palatines never became entangled in the complex of the Irish potato culture. 


College of William and Mary Joun E. PoMFRET 


Tin Horns and Calico: A Decisive Episode in the Emergence of Democracy. By Henry Christ- 
man. With an Introduction by Carl Carmer. New York: Henry Holt and Company, 1945. 


Pp. xvii, 377. $3.75. 


As the somewhat cryptic title suggests, this book is concerned primarily with one aspect of 
a many-sided theme in the economic and social history of New York state, and it deals with 
that topic in its final stage of popular protest and legal liquidation. During the first two cen- 
turies of New York’s history the dominant form of landholding in the Hudson Valley was the 
large estate occupied by tenants on the quasi-feudal terms of annual rentals in kind or equiva- 
lent cash and the reservation of rights to share in land sales. Inaugurated by the Dutch and 
continued under English rule, this system of landholding was extended and reinvigorated after 
the Revolution in the guise of a permanent leasehold, mainly devised by Alexander Hamilton, 
the brother-in-law of Stephen Van Rensselaer, the last of the patroons and the principal land- 
lord in the state. 

The rising tide of political democracy, coupled with economic distress and the accumulation 
of arrears, produced an inevitable popular reaction against the burdens of tenancy. The spark 
of revolt was struck in 1839, on the death of Stephen Van Rensselaer, when his heirs attempted 
to collect arrears by legal process. The result was an antirent agitation between 1839 and 1845, 
which flared up into sporadic violence and resistance to the sheriffs of several upstate counties 
vy bands of farmers, summoned to the call of tin horns and disguised in calico robes and 
Indian masks. This in turn provoked collision with the state authorities upholding law and 
order. 

It is Mr. Christman’s purpose to report the rise and spread of the antirent movement, and 
this he has done with verve and vigor and with obvious sympathy for the cause of the farmers. 
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His is the most exhaustive, and certainly the most readable, account of the subject since Mr. 
Cheyney’s study of nearly half a century ago. For this narrative he has drawn upon an exten- 
sive bibliography of official records, newspaper and other more informal accounts; but his 
failure to conform to the accepted historical canon of citing specific sources leaves one at 
times in doubt about the weight and merit of the evidence in particular instances. Nor is it 
always possible to determine whether the dialogue that frequently enlivens the narrative is 
drawn from the actual record or represents an effort at dramatic reconstruction of the spirit 
and sense of the scene. 

Mr. Christman is at his sympathetic best in portraying the popular leaders of the antirent 
movement, and he censures severely the ambiguous tactics of the politicians who tried to 
make political capital out of the genuine grievances of the farmers. He reaches a climax in his 
account of the several state trials which came about when the disorders resulted in violence 
and the fatal shooting of a deputy sheriff. His condemnation falls with special heaviness upon 
Governor Silas Wright and the Attorney General, John Van Buren, the son of the former 
president, who conducted the prosecution in the prejudiced manner so often characteristic of 
such proceedings, and who succeeded in obtaining the conviction and imprisonment of many 
of the antirenters. Mr. Christman’s portrait of Silas Wright as the upholder of the status quo 
is particularly at variance with the more friendly one drawn by Mr. Schlesinger in his Age of 
Jackson, where Wright is depicted as one of the staunchest protagonists of Jacksonian 
democracy. 

Mr. Christman’s minutely detailed and somewhat repetitious handling of the antirent up- 
risings tends to obscure and to relegate to a subordinate place other significant, if less dra- 
matic, phases of the larger theme. This embraces not only the popular, but also the political, 
constitutional, and judicial processes by which the obsolete institution of leaseholds was 
eventually liquidated. To the antirenters impatient with the overscrupulous regard for vested 
interests, the latter processes seemed slow, involved, and tortuous. In the end, however, the 
issue could be disposed of only by regular legal processes, partially in the state legislature, and 
definitively by the incorporation of the freehold principle into the New York constitution of 
1846. The popular agitation was ultimately important chiefly because it exerted political 
pressure and thereby accelerated the final disposition of the controversy. Even then, the courts 
continued for many years thereafter to play a considerable, and according to Mr. Christman 
an unsavory, role in ruling upon the validity of the landlords’ earlier claims. Rightly or 
wrongly, the actual extinction of leasehold rights proceeded very largely during this period 
less by revolt than by the unspectacular process of commutation and cancellation in exchange 
for cash payments, 

Mr. Christman makes an especially useful contribution to the subject in his skillful identi- 
fication of the antirent movement with the rising national clamor for free soil and free home- 
steads. Aside from the native antirent leaders, the most significant role is assigned to Thomas 
Devyr, an Irish-born land reformer and an associate of George Evans, through whom the 
movement was linked with the National Reform Association. John Slingerland, an antirent 
congressman from New York state, furthermore, was responsible for introducing the first 
homestead bill in 1848. The sequel to the antirent movement is found by Mr. Christman in 
the emigration of a number of the radical leaders to the western frontier, where several of 
them participated in the original meeting at Ripon, Wisconsin, in 1854, which issued a call 
for the formation of a new Republican party based upon the principles of free soil and free 
homesteads. Thus Mr. Christman demonstrates effectively (if paradoxically) how the rebels 
against a dying system of landholding in a state becoming rapidly industrial were a factor in 
the emergence of a new agrarian democracy. 


Rensselaer Polytechnic Institute SAMUEL REZNECK 








100 Reviews of Books 





This Milk Business: A Study, from 1895 to 1943. By Arthur Guy Enock. London: H. K. 
Lewis and Company, 1943. Pp. 296. 18s. 


This milk business has alternately been exalted and slandered in public print during the past 
half century. A. G. Enock, a consultant for over forty years on dairy and refrigeration prob- 
lems and the organizer of dairy engineering businesses in Great Britain, lays bare certain of 
the shortcomings of the industry, both in the past and present, but the reader quickly senses 
an underlying affection for all those who have participated in furthering the interests of dairy 
farming and milk production. The book is indeed dedicated to the Minister of Agriculture and 
Fisheries, “with deep admiration for his effective efforts,” to improve dairying. 

The author sets out, as his central objective, to combine for the period 1895 to 1943 the 
commercial and engineering aspects of the milk industry with those essentially technical. The 
first three chapters unite these three viewpoints with some success ; however, the central part 
of the book deals almost entirely with the technical phase, with special attention to pasteuri- 
zation. For the student of the history and development of dairy science, much scattered mate- 
rial gathered from obscure sources is here made available in one place. 

Little space has been accorded to appraising the impact of the co-operative movement in 
England upon the distribution of dairy products or in comparing the results obtained through 
this important type of organizational structure with those of London and provincial private 
companies. The analyses of rationing and priority schemes and the payment of “winter milk 
bonuses” seem wholly inadequate, as does the attention given to general appraisal of the war- 
time measures adopted by the government to increase production and to keep prices low to the 
consumer. The author finished the volume in December 1943, at which time it had already 
become apparent that production of milk was one of the least profitable wartime agricultural 
activities. However, despite this, more milk was produced in England in 1942 than in any 
peacetime year! 


Yale University KENNETH M. SPANG 


TRIUMPHS IN TRANSPORTATION 


The Builders of the Bridge: The Story of John Roebling and His Son. By D. B. Steinman. 
New York: Harcourt, Brace and Company, 1945. Pp. xi, 457. $3.50. 


In his preface to The Builders of the Bridge, Mr. Steinman relates how, as a boy, he looked 
upon the Brooklyn Bridge as a miracle, and how his all-consuming ambition to become him- 
self a builder of bridges seemed far out of reach. According to the impressive notice in Who’s 
Who, however, Mr. Steinman has achieved his ambition, and, as the evidence he presents in 
his book adequately proves, the conception and completion of the Brooklyn Bridge was in- 
deed a miracle. It is no less a miracle that a technical man, discussing his own particular 
speciality as a self-confessed labor of love and appreciation, can produce a book that is not 
only accurate, informative, and systematic but also for the most part objective, easily com- 
prehensible to the layman, thoroughly readable, and well related throughout to the pertinent 
significant developments in American economic history. All this Mr. Steinman has done in 
The Builders of the Bridge. His is a first-rate piece of work, valuable of course in the history 
of bridge building, indispensable to the railroad historian, and helpful because of the illustra- 
tive material it presents to the student of social history and business organization. 

These many virtues outweigh what seem to me relatively minor weaknesses in a book of 
this sort: (1) The text is undocumented so that the reader who wishes to check or refer to 
sources must work as well as he can from the preface or from the bibliography where a vast 
mass of material is listed but not always located; it would be interesting to know, for ex- 
ample, where the Roebling manuscripts now repose. (2) The story of the Brooklyn Bridge 
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caissons, although admittedly important and occasionally dramatic, occupies in my opinion 
too much space and is at times tedious. (3) Finally, Mr. Steinman unfortunately yields to 
the temptation of telling his reader bluntly and many times how important the contributions 
of the Roeblings were to the science of bridge building. This does not impugn his accuracy, 
for he has ample proof for his conclusions, but, in view of the facts presented, such reiteration 
is unnecessary and tends to put this useful volume in the category of containing too much 
praise and not enough appraisal. 

The Builders of the Bridge begins with the early life of John August Roebling who was 
born in Thuringia in 1806. How he and his brother Carl, eager to escape the reactionary milieu 
of their native land, organized and led a small German colony to America in 1831 is a story 
well worth telling for itself; it is not only picturesque, but a valuable analysis of the coloniz- 
ing process and a colorful footnote to the local history of northwest Pennsylvania where the 
Roeblings, despite the usual handicaps of inexperience, rigorous climate, and niggardly soil, 
firmly planted the town of Saxonburg. John Roebling’s early attempts to establish himself 
and find acceptance for his revolutionary wire rope (first made in 1841) are in the finest 
Horatio Alger pattern. One is amazed by the variety of inventions conceived during this 
period of waiting and hoping: a new boiler for steamships, a steam tractor to haul agricul- 
tural implements, a safety gauge for boilers, a radial engine (far in advance of its time), a 
new type of propeller, and a spark arrester for locomotives. But it was the wire rope, in- 
geniously conceived and laboriously produced in Saxonburg (and later in Trenton) that 
brought Roebling his first recognition. While he was busy selling it, through arduous corre- 
spondence and practical demonstration, to mining and canal companies, he pieced out his 
living by surveying portions of the present main line of the Pennsylvania Railroad over the 
Alleghenies. Alert not only to the engineering aspects of this task, he also prophetically pointed 
out the economic and commercial implications of railroad location. During this period, too, 
he began his long series of contributions to the American Railroad Journal. 

The story of John Roebling’s life is rightly associated with the development of suspension 
bridges, and Mr. Steinman leaves little if anything to be desired in tracing the master 
builder’s career in this respect. Although devoting considerable attention to scientific details 
in his chapters on bridges, he never lapses into overtechnical language. Furthermore, he em- 
phasizes with painstaking clarity those innovations (such as the airtight sheathing of wire 
rope and the development of adequate stiffening devices for suspension bridges) which in 
varying degrees revolutionized the science of bridge building and thus affected the entire 
economy of transportation. While the author is busy developing this major theme, he skill- 
fully weaves into the narrative such collateral matters as the establishment and development 
(down to the present) of the Roebling plant at Trenton, the growth and education of the 
Roebling family (and in particular of Washington Roebling), and the more philosophical 
thoughts and writings of John Roebling. 

The book reaches its climax in the story of the Brooklyn Bridge. Once again Mr. Steinman 
takes time to fill in the rich background of contemporary events. Quite naturally the bulk of 
the story, however, concerns the engineering problems that were faced, many for the first 
time, and finally solved. Only here does the narrative occasionally drag when Mr. Steinman 
becomes preoccupied with some specific detail. But even so the concept of the bridge as a 
whole never fades from sight. The author’s dramatic yet unsentimental descriptions of John 
Roebling’s tragic death just as the work commenced (in 1869), of the injury that permanently 
crippled his son and successor Washington Roebling (in 1872), and of the heroic role of Mrs. 
Washington Roebling are skillfully woven into the saga of the great monument itself. The 
final pages recounting the accolade bestowed on “the Bridge” and its builders by the nation 
are written with admirable restraint. 

This is a book I can heartily recommend. 


Northwestern University RicHarD C. OVERTON 
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Amerigo Vespucci, Pilot Major. By Frederick J. Pohl. New York: Columbia University Press, 
1944. Pp. x, 249. $3.00. 


An outstanding example of successful technical innovation is the mastery of oceanic navi- 
gation attained during the sixteenth century. Unfortunately, the inventors and innovators in 
this portion of economic history have been the subjects of intense controversies nourished by 
nationalistic pride and by an abundance of fraudulent documents. Amerigo Vespucci has been 
considered a fraud himself, but the Italian scholar Alberto Magnaghi recently refurbished 
Vespucci’s reputation by arguing that he was not responsible for the four lying letters which 
have been attributed to him. Amerigo’s name was made famous by publishers who affixed it 
to forgeries. The real Vespucci, Magnaghi concluded, was a great navigator and scientist: he 
made two important voyages to South America, he recognized more clearly than any con- 
temporary the geographical meaning of his findings, and he well deserves therefore to have 
the continent named after him. This is the thesis which Mr. Pohl presents, basing his work 
frankly on that of Magnaghi. 

In popularizing this interpretation Mr. Pohl has produced an attractive book, readable, 
admirably illustrated, and well proportioned, which emphasizes the most important new evi- 
dence by giving full translations of the two genuine manuscript letters. A lack of scholarly 
rigor appears in some details, however, and it is hard to understand why S. E. Morison’s 
Admiral of the Ocean Sea is omitted from the bibliography. Morison’s very decided opinions 
on the inadequacies of all celestial navigation about 1500 may be questioned, but they deserve 
to be considered, and they can hardly be reconciled with some of Mr. Pohl’s conclusions. 
Magnaghi’s thesis has not yet been sufficiently tested as a whole to prove that all of it will 
withstand all criticism, for few scholars are able to handle at once the problems in linguistic 
analysis, in the use of old manuscripts and maps, and in nautical science which are involved. 
Without having plumbed all these difficulties, for my part, I find somewhat overdone Mr. 
Pohl’s argument for the importance of Vespucci’s geographical conceptions and of his tech- 
nique for finding longitude, but I find convincing the picture of his character and his voyages. 
A capable man and on the whole honest, somewhat pretentious as was Columbus and the 
other rival sea captains, but more clearheaded and more scholarly than most, Amerigo ap- 
pears to deserve a place among the leaders in the conquest of the oceans. 


The Johns Hopkins University FREDERIC C. LANE 


Paddle-wheel Days in California. By Jerry MacMullen. Stanford University: Stanford Uni- 
versity Press, 1944. Pp. xiv, 157. $3.00. 


Steamboats Come True: American Inventors in Action. By James Thomas Flexner. New 
York: Viking Press, 1944. Pp. x, 406. $3.50. 


The steam engine in its historic role as a revolutionary prime mover supplying power for 
mines, mills, and factories has occupied a surprisingly minor place in the imaginative life of 
the modern world which it did so much to create. It has been celebrated neither in song, 
drama, nor fiction, and of legend there is little save a few stories such as that of Watt and his 
teakettle. But disconnect the steam engine from a clattering line of overhead shafting ; gear it 
to a set of eight-foot driving wheels, a screw propeller, or a pair of side paddle wheels; and 
supply it with such trimmings as whistles, high-pressure boilers, and safety valves equipped 
for tying down: here is the stuff of which romance and endless tales are woven. A public indif- 
ferent to the steam engine as work horse is held enthralled by its mastery of fast motion 
whether on land or on water. While locomotives and steamships each have their devoted fol- 
lowing, it is the steamboat which commands the widest allegiance, satisfying as it does that 
deep yearning for the nineteenth century which is found in the emotional baggage of so many 
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of us. Judged by the unchecked stream of steamboat books and the increasing number of 
societies and museums dedicated to collection and preservation of steamboat lore, the fas- 
cination of paddle wheels grows stronger with each passing year. 

The two volumes under review follow the beaten path of the steamboat tradition. One con- 
tributes to the regional exploitation of the subject ; the other to the always absorbing story of 
beginnings. In amount as in style MacMullen’s volume is the more lightly handled of the two. 
The author makes no pretense of presenting a formal and finished history of California steam- 
boating, but in a series of short and pleasant sketches he manages not only to trace briefly the 
rise and fall of steam navigation on the Sacramento, San Joaquin, and Colorado rivers but 
also to touch upon most phases of steamboat operation. To those acquainted with the story of 
steamboating in other parts of the country, the pattern is a familiar one. The difficulties of 
navigation, racing, spectacular accidents, picturesque personalities, railroads, and cutthroat 
competition and rate wars leading to combinations play the usual roles. 

Even the vessels themselves bear familiar faces, for many were brought to California from 
the East—some under their own power and others in bits and pieces for assembly on the west 
coast—and served as the prototypes for a native shipbuilding industry. River boats of the 
Hudson-Delaware-Chesapeake Bay type with their diamond-shaped walking beams shared 
California’s inland waters with the distinctive stern and side-wheelers of Mississippi Valley 
design. California steamboatmen were not lacking in contributions of their own. Such were 
the echo boards set up along the flat flood plains of the Sacramento and San Joaquin to serve 
as artificial hills against which the pilot could bounce whistle blasts and thereby determine 
his position in a crude anticipation of radar. We are told, too, of a pilot who shaped his course 
along the meanders of the stream by a kind of dead reckoning, employing compass and close 
second-hand timing. 

As “steamboatiana,” Paddle-wheel Days in California ranks better than the average. For 
the historian of transportation the author has provided a considerable body of varied facts, 
supplemented by some good photographs and useful appendices. For the steamboat addict the 
dry bones of the past are garnished with many a detail about this boat and that river man and 
a generous selection of anecdotes. The whole story is suffused with that nostalgic glow so 
characteristic of the literature of steamboating. 

Steamboats Come True is a different kind of book. Under this somewhat fanciful and 
nebulous title, which is his principal concession to the popular identification of steamboats 
with romance, Mr. Flexner centers his attention upon the old and controversial question: 
Who invented the steamboat ? If the issue in the end is not fully resolved, the author has at 
least raised the discussion to a higher level than that of most books dealing with this theme. 
By rejecting the heroic conception of invention and inventors he avoids the controversial bog 
in which so many writers have floundered. Accepting the now widely held view that inven- 
tions are social products, he sets himself to the task of determining the nature and importance 
of the contributions of the leading steamboat experimenters and the reasons why the steam- 
boat became practical where and when it was. 

The result is the best balanced and most stimulating account of the steamboat’s early de- 
velopment in this country to be found within the limits of a single volume. The treatment is 
not exhaustive. The numerous minor experimenters are alluded to only briefly. The story is 
largely confined to the Atlantic seaboard and is brought virtually to a close with the Clermont. 
Steamboat developments in other countries are considered chiefly in their relation to the 
efforts of American inventors. The greater part of the volume is devoted to Fitch and Fulton 
whose careers, in the author’s opinion, have the greatest significance for an understanding of 
the problems associated with the development of a successful steamboat. The author’s sym- 
pathies are clearly with Fitch but he does not for this reason fail to stress his weaknesses and 
limitations. Fitch was the creative but erratic genius who struggled long against great diffi- 
culties to realize his goal. Most of his energy was wasted in developing a steam engine which, 
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had he lived in England, he could have bought ready made. As an inventor his greatest weak- 
ness was his inability to learn by experience. Working by trial and error he never adequately 
understood the reasons either for his failures or his successes. His one successful boat he was 
never able to repeat, let alone improve upon. 

Fulton, on the other hand, was a successful opportunist with many inventive irons in the 
fire and a set of principles appropriate to each. Less of a creative genius and more of a pro- 
moter than Fitch, he had the ability which the latter lacked to profit from the experience of 
others and from his own failures. With a character amenable to compromise and accommoda- 
tion, Fulton was able, as Fitch was not, to attract the influence and support so important in 
the successful prosecution of his work. His steamboats inaugurated the continuous com- 
mercial operation of steamboats, thereby, according to the author’s definition, completing the 
process of invention. 

While the greater part of the volume is devoted to the activities of a few experimenters, the 
emphasis throughout is upon the social environment which both set the problems of invention 
and conditioned on every side the manner of their solution. The author’s preoccupation is less 
with the validity of the claims made for this or that contender for inventive fame than with 
invention conceived as a social process inextricably bound up with the processes of cultural 
change as a whole. He does not deny to Fulton the title of “the inventor of the steamboat” 
but he so defines the phrase as to cut away most of the usual connotations. The author’s posi- 
tion would be more consistent if he substituted the indefinite for the definite article, for the 
whole weight of the argument is behind the position that Fulton was simply “an” inventor of 
the steamboat. 

Few will read Mr. Flexner’s study without wanting to take issue with some of the provoca- 
tive statements with which it is spiced. Two examples of rather extreme positions will suffice. 
One is the tendency to underrate the purely mechanical problems with which the experi- 
menters of the late eighteenth century had to deal. With Watt’s development, by 1782, of an 
effective double-acting steam engine, “every one of the engineering difficulties presented by 
the steamboat had been resolved separately. All that was necessary now was to mount an 
established engine on some kind of vessel and connect it by one of the many known means 
with a device that went back to darkest antiquity—the paddle wheel” (p. 5). Again, the 
somewhat exalted claims made for the importance of the steamboat (see page 8, for example) 
suggest that instead of dethroning the heroic conception of invention he has only transferred 
it from the inventor to the thing invented. 


The American University Louis C. HUNTER 


OTHER REVIEWS AND BRIEF NOTICES 


The Letters of John McLoughlin from Fort Vancouver to the Governor and Committee, Sec- 
ond Series, 1839-44. Edited by E. E. Rich. With an Introduction by W. Kaye Lamb. [The 
Publications of the Champlain Society, Hudson’s Bay Company Series, VI.] Toronto: The 
Champlain Society, 1943. Pp. xlix, 427, xv. 

John McLoughlin was Chief Factor of the Columbia District for the Hudson’s Bay Com- 
pany from 1825 to 1846. The region under his command embraced most of the present states 
of Oregon, Washington, and Idaho, as well as parts of what are now northern Utah, western 
Montana, and southern British Columbia. What the district lacked in importance as a source 
of furs it more than made up in size, the variety of its resources, the fact that it was a post of 
defense against American opposition by both sea and land and, perhaps above all, in the 
personality and genius of its Chief Factor. McLoughlin’s character and abilities were such 
that he was able while serving his employers to identify himself with a frontier community, 
visualize its possibilities, guide its-development, and mark it in some measure with the char- 
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acter of his own spirit. As might be expected of a man of this sort writing from an isolated 
corner of the world, his letters to the governor and committee of his company in London dis- 
play a firm grasp of the realities of his situation and deal not only with such strictly business 
matters as the fur trade, but also with a wide diversity of other questions which the Chief 
Factor thought should be brought to the attention of his superiors. Thus McLoughlin’s official 
letters, besides providing the best introduction to the early history of the Hudson’s Bay Com- 
pany on the Pacific coast, offer invaluable information on such varied topics as Indians, agri- 
culture, disease, timber, missionaries, salmon, California, the Sandwich Islands, and the 
Russians to the north. 

The letters are published in three volumes, of which this is the second. The correspondence 
here presented is particularly dramatic because it is concerned with such questions vital for 
McLoughlin as his triumphant reappointment in 1839, his disagreement with Sir George 
Simpson, the murder of his son, the decline of the beaver market, and the coming of Ameri- 
can missionaries and settlers. In addition to the main text of 202 pages, there is an equal 
amount of supplementary material which amplifies or explains McLoughlin’s letters to the 
company. Part of this consists of original documents treating such topics as McLoughlin’s dis- 
pute with Simpson over the conduct of the fur trade, relations with the Russian authorities 
at Sitka, and the murder of John McLoughlin, Jr. The rest is made up of brief biographies of 
persons mentioned in the documents. The character of the editing throughout the volume is 
excellent, but the thirty-nine-page introduction is unworthy of the rest of the book. The worst 
fault that can be found in Mr. Lamb’s work is not his obvious bias against McLoughlin in 
favor of Sir George Simpson and the Hudson’s Bay Company authorities in Britain. This is 
the sort of thing that can be discounted easily even by the casual reader. Far more serious is 
his attempt in the course of eight pages to give young McLoughlin the character of a ne’er-do- 
well—a character which he later proves to be false—merely in order to make Sir George 
Simpson’s disgraceful part in the story of the murder and its sequel seem more reasonable. It 
is most unfortunate that an otherwise admirable publication should be marred by such a 
questionable device. 


Queens College of the City of New York JoHN PERRY PRITCHETT 


An Essay on the Nature of Real Property in the Classical World. By Angelo Segre. New York: 
Paul Bassinger, 1943. Pp. 143. $1.50. 


A well-known scholar here makes an attempt to investigate real property by studying 
the methods of conveyancing employed in the documents. The procedure throws some light 
on the matter because Segre knows the documents and the literature of the subject both old 
and new. The topic is an important one for the study of law, history, and government. 

In a few short chapters the book deals with the philosophic nature of property, its relation 
to sovereignty and the character of government, but this fundamental aspect gets no 
sustained, unified, and adequate consideration. On the other hand, the book is useful to the 
epigraphist and papyrologist since it discusses and defines many of the technical legal terms 
used in the documents. 

No format known to me is more irritating, illegible, and generally inadequate than the one 
used here. The mimeograph work is faint, blurred, and at times illegible. The Greek which is 
written in with a stylus is sometimes unreadable and sometimes missing altogether. Some 
use of the offset process might have been more satisfying and little more expensive. 


University of Missouri THomas A. Brapy 
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American Catholic Opinion in the Slavery Controversy. By Madeleine Hooke Rice. New 
York: Columbia University Press, 1944. Pp. 177. $2.50. 


It is remarkable that, despite the vast literature of the American slavery controversy, a 
study of Catholic attitudes toward it has been delayed until recently. This gap Mrs. Rice’s 
modest volume seeks to fill by a presentation of Catholic opinion drawn largely from diocesan 
and lay journals, together with some references to printed contemporary materials. She 
acknowledges unusual difficulties which confronted her quest for “opinion,” and cites the 
paucity of sources and the difficulty of locating and utilizing widely scattered materials. But 
she is confident that the Catholic newspapers, diaries, addresses, and letters which she has used 
have yielded “a fairly comprehensive view of the Catholic approach to the slavery question” 
(p. 7). 

After preliminary treatments of “the Catholic Tradition” and earlier periods of American 
history, Mrs. Rice comes to grips with her subject in chapters which cover the impact of 
abolitionism upon Catholic opinion, and the divergence of that opinion according to sectional 
lines. By 1860 an unofficial “Catholic position” had emerged which “rested first upon the 
theological argument which denied that slavery was intrinsically wrong. It recognized the 
existence of evils in the slave system which made eventual emancipation desirable, but it held 
that such emancipation should come gradually and with due regard for the welfare of society 
and the protection of the property rights of the owners. Finally, it condemned abolitionism 
absolutely, both for its methods and for its associations” (p. 155). When Civil War came, the 
Catholic Church’s official unity remained unimpaired unlike that of the Protestant sects, 
although in general northern Catholics (with some blatant exceptions) supported the Union 
and accepted emancipation, while the southern Church backed the Confederacy. 

An evaluation of this book must consider that it is a pioneer work, which brings together 
information not elsewhere conveniently available. Mrs. Rice’s study has also in view an 
understanding of the Church’s modern conservatism and laggard leadership in social and eco- 
nomic questions: her book belongs to “the Columbia school” of historical writing. Unfortu- 
nately, its treatment of the Old South and the Confederacy is based upon inadequate sources, 
and is woefully unsatisfactory. I believe that further investigation would identify to a greater 
degree southern Catholic opinion with dominant southern attitudes in the period 1840-1865. 


Washington and Lee University OLLINGER CRENSHAW 


Calendar of Plea and Memoranda Rolls Preserved among the Archives of the Corporation 
of the City of London at the Guildhall a.d. 1413-1437. Edited by A. H. Thomas. Cam- 
bridge: The University Press, 1943. Pp. xli, 369. $3.75. 


Students of English municipal institutions will always be grateful to Mr. Thomas, not only 
for the admirable series of essays on the legal and administrative history of London, prefixed 
to the five volumes of court records that he has edited, but also for the discriminating 
standards that he has set in his methods of calendaring. In this volume, the last that war- 
time difficulties permitted to be published before his recent retirement from the office of 
Deputy Keeper of the Records of the City of London, he has rounded out his earlier essays 
by a study of the ward as a unit of local government, and by some valuable notes on the 
respective uses made of Latin, French, and English in the keeping of records. Although after 
1430 English occurs more and more commonly, for certain classes of documents custom still 
preserved the use of French, partly because a fair knowledge of Continental French must 
have been widespread, for business reasons, among the City’s merchant class. The introduc- 
tion also adds materially to an understanding of how the complex functions of the courts of 
aldermen and common council were handled. It is pointed out, for example, that the power 
of legislation was seldom exercised except on petition from some interested body, such as a 
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craft. During the period under review there was an increasing resort to boards of arbitration, 
an outgrowth of the equitable jurisdiction of these courts. 

The proceedings calendared contain a great variety of those finely chopped facts out of 
which the economic historian has perforce to make his bricks. Outstanding is the record of 
almost a dozen prosecutions for usury, undertaken in a spasm of severity in the summer of 
1421, and resulting in the conviction of several citizens who had disguised interest by means 
of “false chevisance.” There are numerous enrollments of deeds of gift of goods and chattels, 
usually of all that a man possessed, of the same enigmatic kind as appear in the fifteenth- 
century Chancery rolls. The exact purpose for which these instruments were drawn up is 
almost never stated. It was sometimes to defraud creditors, but Mr. Thomas is probably 
correct in surmising that most of them indicate a perfectly honorable trusteeship, such as 
might have been set up for the protection of a merchant’s family before its head started on 
any long or dangerous journey, or, perhaps, to implement some personal desire in the dis- 
position of property after death that ran counter to City custom. Still, as he admits, these 
motives do not seem sufficient to explain why it was so common for well-to-do-merchants, 
often quite early in life, to transfer to some ten or twelve trustees the title to all their goods 
and chattels. For the rest, the rolls offer few problems of interpretation. They include a 
miscellany of business—petitions and proclamations, wardmote presentments, complaints 
about industrial nuisances, proceedings in the arbitration of disputes over property, the 
regulation of disputes over apprenticeships, reports on the affairs of City orphans, and stray 
inventories of debts, of merchandise, and of personal chattels. All these yield minutiae which 
help to answer questions regarding living conditions in the City, forms of investment, and 
trading turnover. 


The University of Chicago Sytv1a L. THRUPP 


The History of Rubber Regulation, 1934-1943. Edited by Sir Andrew McFadyean. London: 
George Allen and Unwin, for the International Rubber Regulation Committee, 1944. 
Pp. 239. 10s. 6d. 


This is not a “history” in the sense understood by most of the readers of THE JOURNAL OF 
Economic History. It is rather the propaganda of the International Rubber Regulation 
Committee which began to function June 1, 1934, and came to an end April 30, 1944, but 
which sought reincarnation in a bigger and better “international” body for postwar rubber 
regulation. This “history” was therefore designed to answer “certain accusations, made in 
evidence before .... the Truman Committee and implicitly accepted by that Committee” and 
presumably to facilitate co-operation by the United States Department of Agriculture, which 
favored international control of surpluses through commodity agreements (see The New 
York Times, September 23, 1944). 

The book has no bibliography, few specific references to works and publications other 
than mention of those of the United States Department of Commerce and of the Rubber 
Growers’ Association, and no index. The introductory or background material, including a 
survey of the workings of the Stevenson Scheme 1922-1928, covers 93 pages; appendices 
of documents, lists of names, and statistics, 82; and the “history” of the workings of regula- 
tion 1934-1943 together with a retrospect, only 64, or a little more than one fifth of the total 
239. Both text and evidence are so obviously and confessedly ex parte as to invite questioning 
and testing by evidence from other sources. 

The historian may find the committee’s History a valuable source book of its kind, a 
lawyer’s brief. The economic theorist may find interesting the committee’s efforts to reconcile 
theory and practice. The practical politician and the citizen (ultimate consumer of rubber) 
may like to compare British government policy as exemplified in this book with development 
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of British imperial policy under the new Government (Attlee). In other words, the work 
should not be lightly dismissed. 


Dunn Loring, Virginia Tuomas P. Martin 


Historia Econémica de Cuba. By H. E. Friedlaender. Prologo de Herminie Portell Vila. 
[Biblioteca de Historia, Filosofia y Sociologia, Vol. XIV.] La Habana: Jesus Montere, 


1944. Pp. 596. $6.00. 


With this book, H. E. Friedlaender, a German refugee economist who has recently been 
teaching at the University of Havana, joins the small company of scholars who have under- 
taken to write one-volume surveys of the economic history of particular Latin-American 
countries. He has made a real contribution. While he has based his work mainly upon an 
intensive scrutiny of printed contemporary literature, printed archival material, and mono- 
graphs, he has done some work in national, municipal, and private archives at Havana. 

Mr. Friedlaender divides his book into six parts, the titles of which may be translated as 
follows: Age of the Hapsburgs and of Nascent Mercantilism ; The New Phase of the Colonial 
System (1700-1763) ; Age of Modified Mercantilism (1763-1789) ; The Period from 1789 
to 1815—Beginnings of the Predominance of Sugar; Period of Prosperity (1815-1868) ; 
The Period from 1868 to 1900; The Twentieth Century. Within each period he is concerned 
with giving a clear systematic account of economic structure, under such topic headings as 
land, population, organization of principal fields of economic activity, public and quasi-public 
economic action, and also of the movement of economic ideas. The dynamics of economic 
life are not forgotten, but are not systematically explored, with the important exception of 
proposals and projects, sometimes carried out, for structural change. 

In another respect Friedlaender is also selective. More than one half of his book (270 
pages) is devoted to the period of nineteenth-century sugar prosperity. This does not mean 
that other sections are without value. The three parts devoted to the petty beginnings of 
Cuban economy under various phases of the mercantilist system happily integrate Cuban 
material with general trends of “the colonial system” and also present a convincing picture 
of how the Cuban economy actually operated. If not new, it is a helpful synthesis of many 
scattered monographs. It was in the period of the French Revolution and Napoleon, according 
to Friedlaender, that the basic structure of Cuban economy and its salient characteristics 
took form, under the influence of the sugar boom of the early 1790’s and the policy of promot- 
ing export crops propounded crisply by Francisco de Arango, one of Cuba’s major economic 
statesmen. 

For the closing period of the nineteenth century, which saw the abolition of slavery and the 
internal reorganization of the sugar industry as well as independence from Spain, Fried- 
laender has not found much new material, although here as elsewhere he helps to bring the 
development of the tobacco industry into focus. The twentieth-century section is printed 
as a “synopsis” of ten pages only, possibly in view of the accessibility of numerous contro- 
versial treatments of recent economic developments. 

But Friedlaender’s treatment of the golden age of Cuban plantation sugar is a major mono- 
graphic contribution in its own right. His organization, first by “facts” and then by “ideas,” 
leads to some repetition, especially in the treatment of policy. But it is precisely this field that 
Friedlaender has exhaustively explored. It is not possible to summarize what is here demon- 
strated or to enumerate what is merely suggested and can be fruitfully made the starting point 
for further investigation. I am gratified to find fresh support for my own theorem about the 
relative prevalence of free small holdings during this period. 

In the broader field of policy Friedlaender gives weight to the gradual development and 
application of free-trade and laissez-faire ideas. He also finds recurring controversy over the 
policy first clearly stated by Arango and examines in detail numerous proposals for white 
colonization, land division, credit co-operation, and economic-planning agencies which had 
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as common objectives the development of the island upon a broad basis and the prevention 
of monoculture. Friedlaender does not give an explicit answer to the question why until re- 
cently sugar monoculture won the battle. Apparently he believes that the outcome might have 
been different, and that a rational, nontraditional economic policy would have altered the 
course of events. But there is material here also for discerning the impact upon Cuba of world 
trends in economic ideas and behavior. If many Cubans have been irresponsible, improvident, 
and opportunistic in regard to the economic development of their island, they have been 
amply aided and abetted by the world situation. 

There are twenty-three anexos, which in themselves constitute valuable source material 
for economic policy ; an adequate analytical bibliography ; and good indexes. 


Wellesley College LeLanp H. JENKS 


The Spirit of Russian Economics. By J. F. Normano. Issued in co-operation with the Russian 
Economic Institute. New York: The John Day Company, 1945. Pp. xiv, 170. $2.00. 


The “spirit” which is the subject of this lively little book evolves from four ideological cur- 
rents, which are described in as many chapters under the headings “English Influence,” 
“French Influence,” “German Influence,” and “The Native Currents.” Its present nature is 
described in another chapter, “Reaction and Synthesis: Bolshevism.” 

The result is more or less a general essay in the history of ideas with an uneven accent on 
economics. The author comments on Russian thinking and attitudes on a great variety of 
topics, ranging from protectionism and laissez faire to constitutional reform, the social values 
of the mir and Westernism. His own conception of “economics” is rubbery, but he shows no 
inclination, in any case, to explore the formal contents of this discipline as it has been prac- 
ticed in Russia. Thus, in the chapter on “English Influence” neoclassical economics is disposed 
of in a paragraph with little more than a recital of names of its adherents. In general, indi- 
vidual writers and doctrines are commented on only to illustrate one or another ideological 
current. The characterizations consequently tend to be schematic and are frequently rather 
_ trite. A great deal of interesting incidental intelligence is presented, however, on various 
aspects of Russian intellectual life, such as literary circles, the dissemination of foreign writ- 
ings in Russia, and the visits of Russian students abroad and of foreign scholars to Russia. 

The evidence assembled is impressive about the remarkable extent and variety of Russia’s 
intellectual borrowings from abroad. However, the attempt to disentangle the different for- 
eign “influences,” one from another and as a group, from the “native currents” is not alto- 
gether successful. Thus, German influence in the early nineteenth century is expressed by the 
transplanting of Smithianism to Russia while the “native currents” are stimulated by Herder 
and Schelling; the economist Bezobrazov appears under “English Influence” as an adherent 
of the Manchester School and at the same time under “French Influence” as a sympathetic 
student of Crédit Mobilier, and so on. The author’s accounting for the intellectual debts in- 
curred abroad, furthermore, is impressionistic, to say the least. Although there is no reason 
to take exception to his view that English liberalism left no permanent imprint on Russian 
thinking, the characterization of English influence as “hardly more than an isolated early epi- 
sode” (p. 36) seems decidedly overdrawn. Again, the argument falls far short of demonstrat- 
ing that “in the second half of the nineteenth century we encounter a Russia dominated by 
German influence in theory and practice” (p. 69). 

After interpolating a few question-begging remarks on foreign penetration of the Tsarist 
economy, the author comes finally to the startling conclusion, in the chapter “Reaction and 
Synthesis: Bolshevism,” that the Bolshevik Revolution was essentially “a reaction against 
.... continued German hegemony in Russian economic life and thought” (p. 120). He some- 
how fails to recall in this connection his own previous remarks on Marx. 

The usefulness of this study for reference and bibliographical purposes is impaired by the 
practice of citing only the English translations of Russian titles. 


Washington, D.C. ere ABRAM BERGSON 
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